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PROHIBIT TRADING IN POTATO FUTURES 


TUESDAY, APRIL 29, 1958 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON Domestic MARKETING OF THE 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met pursuant to notice at 10 a. m., room 1310, 
New House Office Building, Washington, D. C., Hon. Harlan Hagen 
presiding. 

Present: Representatives Hagen (presiding), Anfuso, Williams, 
and Teague. 

Also present: Representatives McIntire, Johnson, and Jennings; 
Mabel C. Downey, clerk; and John J. Heimburger, counsel. 

Mr. Hacen (presiding). This is a meeting of the Domestic Mar- 
keting Subcommittee of the House Agriculture Committee called at 
the request of the chairman, Mr. George Grant of Alabama, and the 
subject of the meeting is H. R. 10282, which would abolish futures 
trading in the commodity of potatoes. 

(H. R. 10282 is as follows :) 


(H. R. 10282, 85th Cong., 2d sess.] 


A BILL To amend the Commodity Exchange Act to prohibit trading in potato futures in 
commodity exchanges 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Commodity Exchange Act is amended 
by inserting after section 4i the following new section : 

“Sec. 4j. No contract for the sale of Irish potatoes for future delivery on or 
subject to the rules of any board of trade in the United States shall be made by 
or through a member of a board of trade which has been designated under section 
4 asa contract market.” 

Sec. 2. This Act shall take effect immediately upon enactment, except that 
contracts for futures trading in Irish potatoes executed prior to enactment shall 
remain valid until either liquidated or terminated. 

Mr. Hagen. The bill in question was introduced by Congressman 
McIntire of Maine, who is present, on January 27, 1958, and this is 
the initial hearing on it. Today we will hear largely from the pro- 
ponents of the legislation, and tomorrow from opponents. 

However, this 2-day hearing does not close the door. If there are 
other witnesses who are unable to be here either one of these 2 days 
and wish to be heard, we are perfectly willing to continue the hearings 
to some later date. 

Now asa preliminary comment, I might state that it has been recog- 
nized by virtually everyone that trading in futures, whether they be 
stocks or commodities, is a subject which lends itself at least to regula- 
tion, required regulation, as evidenced in the case of stocks, for exam- 
ple, by the Securities and Exchange Act, and the issue becomes one of 
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whether there is some value produced by such trading which merits 
its preservation with regulation, or whether it is of such small con- 
sequence, in terms of social values, that the abuses require its abolition. 
ow we had a similar proposition in the case of trading in onions, 
and the House approved legislation abolishing futures trading in 
onions and that legislation now rests in the Senate. So that it would 
appear to me, at least, that the principal emphasis here should be from 
the opponents, as to what values they feel that this futures trading con- 
tributes to the marketing of potatoes and to our economy generally, 
and from the standpoint of the proponents, what are the vices of this 
trading and the lack of values, and whether or not the vices override 
the values to the extent that trading should be completely abolished. 

Now there have been some recent indications that there may be 
abuses in the futures market at the current time. I have in my pos- 
session a letter from a potato grower in my district which states: 

I watched the confusing and apparent manipulations of a few speculators to 
the detriment of all the farmers in the potato interest. This past 2 weeks is a 
good example of what the speculators can do. We had prospects of having a 
fair deal in Kern County on our potatoes, but the actions of the speculators has 
probably ruined any chance of a decent potato market. About 2 weeks ago the 
market was manipulated to over $6 and then lowered the boom to about $3.20. 

Now this is the kind of information that we are interested in and 
one reason for scheduling this hearing is that the basic issue really is 
what happens on the potato market, and the best time to look at it is 
when it is happening. 

And with that I will conclude my preliminary remarks. 

We have present here Congressman Anfuso of Brooklyn on the 
Democratic side. I know he has an interest in this. He has expressed 
it. We have Mr. Williams of New York who has an interest in this 
subject, and also, as mentioned, Congressman McIntire of Maine. 

Do you have any comment, Congressman Anfuso / 

Mr. Anruso. Yes. 

Mr. Chairman, I did not hear your complete statement, but as much 
as I did hear I would take very serious Tartine to. You have indi- 
cated only one side of the case, and I think that that is not particularly 
fair to the other side at this particular time. ff 3 

Congressman McIntire has introduced a bill, of only recent origin, 
and this committee has moved swiftly to grant a hearing, has moved 
so swiftly that the opposition has not even been permitted to organize 
and present a case. And you will remember that I spoke to you about 
this, and also to Congressman McIntire when I first heard of this so- 
called study or investigation, and I complained about it. 

And I told you then that certainly these people who will defend the 
New York Merchantile Exchange and trading in general, with ref- 
erence to potatoes, certainly have not had an opportunity, and would 
request such an opportunity. And you said there would be no objec- 
tion to them getting all the time that they would need. 

They also sent a telegram to our chairman, Mr. Cooley, and in this 
telegram they asked for additional time, and Mr. Cooley did reply 
that such time would be granted to them. So I would advise you, 
Mr. Chairman, let’s not prejudge this thing here. I think you as a 
lawyer, as an eminent lawyer, and as an unprejudiced individual, as I 
know you are, would not want to prejudge this case right now. 

Mr. Hagen. No, we 
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Mr. Anruso. So all we are going to deal with now, tod: ay, is to give 
these people who are here today the fullest opportunity, if you wish, 
and I have no objection that they be given further time tomorrow since 
2 days have been scheduled, have no objection to having the full 
case presented. 

We will not present any evidence today or tomorrow for the simple 
reason, as I have stated, that we will not be ready. 

But since a one-sided presentation is going to be made, I must defi- 
nitely caution you or any other member of the committee, not to pre- 
judge this case. 

I will not at this time make any statement in favor of futures trad- 
ing at all because I, too, am sitting here as a judge, I too am sitting 
here trying to determine the facts. Therefore, I will withhold any 
remarks in favor of the New York Mercantile Exchange in futures 
trading until we have heard both sides. I think that is the fair way 
to approach it, and I am perfectly willing to accord every witness who 
comes here all the time, any latitude, that he may demand or is en- 
titled to. 

That is all I have to say at this time, and I hope with that kind of 
an understanding we may proceed. 

Mr. Hagen. Mr. Williams, do you have any observations ? 

Mr. Witxiams. Mr. Chairman, the only observation that I wish to 
state here is that the producers of this product in New York State are 
greatly interested in this legislation, and practically all the producers 
are unanimous, in my State, in favor of it. It is a common product 
that means much in the diet of the American people, and heretofore, we 
have had some very serious problems in this particular industry. 

I believe that producers should have the opportunity to state their 
desires and their position on this particular subject. I know that this 
committee will be fair in its hearings and will give proper time to both 
sides. 

However, I do want to state again that the producers in the great 
State of New York are unanimous for this legislation. 

Mr. Haagen. In response to Mr. Anfuso, I would like to say that the 
Congress has recognized that trading in certain commodities theoreti- 
cally produces certain values, and the question becomes whether in a 
given instance, in the case of a given commodity, there are any values 
produced or if they are so negligible they are outweighed by abuses. 

I have before me a letter addressed to the chairman of the full com- 
mittee, Mr. Cooley, from Ezra Taft Benson, and without reading it I 
will offer it in the record at this point. 

However, the conclusion is: We recommend that H. R. 10282 be not 
enacted. 

(The document referred to is as follows :) 

UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 13, 1952. 
Hon. Harorp D. Coo.Ley, 
Chairman, Committee on Agriculture, 
House of Representatives. 

DEAR CONGRESSMAN CooLrey: This is in response to your request for a report 
on H. R. 10282, which would amend the Commodity Exchange Act so as to 
prohibit futures trading in potatoes on commodity exchanges designated as con- 
tract markets under the act. 

We recommend that H. R. 10282 be not enacted. 
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By focusing supply and demand factors at a central point futures prices, in 
the absence of manipulation, are competitively determined and widely dissemi- 
nated. Pronounced price fluctuations generated by an inelastic demand, coupled 
with the perishable nature of the commodity, have characterized the potato mar- 
ket both before and since 1952 when futures trading in potatoes first reached a 
significant volume. The inherently volatile character of potato prices increases 
the need for hedging protection. And in recent years there has been more 
general acceptance and wider use of the potato futures market by shippers and 
others concerned with the production, financing, and marketing of potatoes. 
The protection afforded through the hedging facilities of the futures market 
should be reflected in a reduction in marketing costs and risks. 

We recognize that the wide fluctuations in potato prices attract a type of 
speculation, the control of which presents problems beyond those found in the 
case of less perishable and more readily storable commodities. We are of the 
opinion, however, that the benefits from futures trading in potatoes outweigh 
the imperfections, which are present in varying degrees in all markets. 


The Bureau of the Budget advises that it has no objection to the submission 
of this report. 


Sincerely yours, 
EK. T. BENSon, Secretary. 

Mr. Hacen. Mr. McIntire is presently listed as the first witness. 
Do you want to appear now, or are you deferring to Mr. Hamer 
Budge, who is present ? 

Mr. Currrorp McIntire. Mr. Chairman, I would be very happy to 
defer to Mr. Budge as the schedule perhaps requires that he be some- 
where else for his committee work or other important matters. If 
he would like to testify at this time, I would be happy to follow. 


STATEMENT OF HON. HAMER BUDGE, A REPRESENTATIVE IN 
CONGRESS FROM THE SECOND DISTRICT OF THE STATE OF IDAHO 


Mr. Buper. I appreciate that very much, Mr. McIntire. I happen 
to be on the Defense Subcommittee of the Committee on Appropria- 
tions, and this is quite a busy time for us right now. 

I certainly would like to subscribe to the remarks of the gentleman 
from New York, Mr. Anfuso, that this matter should not be pre- 
judged. I think it is the function of a committee of the Congress to 
render these matters, and the committee in its wisdom, after conduct- 
ing full and complete hearings, is certainly better qualified to reach 
a conclusion than are the individual Members of Congress, such as 
myself. 

I would, however, like to bring to the attention of the committee 
that in our potato producing State of Idaho this year we have had a 
new experience which we do not quite understand and which we cer- 
tainly would hate to bear as a permanent thing. 

Very recently Robert L. Reichert, the Idaho Agriculture Commis- 
sioner, stated that, and I quote: 


Wide fluctuations in potato futures trading has run the price of spuds up or 
down as much as $2.35 per hundredweight in a week’s time— 


and— 


is posing a threat to the Idaho potato industry. 


I would call the committee’s attention to that figure of $2.35 per 
hundredweight fluctuation in 1 week’s time. Now that would normally 
be as much as the grower would receive for the product in a normal 

ear. And here it is fluctuating more than the entire value which 
1e would receive in a week’s time. 
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Commissioner Reichert further said that the potato industry is hav- 
ing the same trouble due to the futures trading on the mercantile ex- 
change as was experienced in the past by the growers of onions—also 
inmy State of Idaho. He said that the Idaho Department of Agricul- 
ture feels it is time to inform and also remind the growers, shippers, 
brokers, jobbers, and ultimate consumers of Idaho potatoes of the 
speculation problem. 

At a meeting of the Idaho Potato Producers Association, following 
Mr. Reichert’s statement, the association went on record supporting 
him and stating the New York Mercantile Exchange future potato 
board is detrimental to the best interests of the potato growers, ship- 
pers, receivers, and the consumers of the United States, including the 
State of Idaho, and should be eliminated. The group concluded that 
the Government’s stocks-on-hand figures have indicated all season that 
supplies of potatoes nationally were, and are not, now in surplus with 
normal requirements. The association said it feels that if the normal 
laws of supply and demand had been permitted to govern in its natural 
course, without the influence of the extreme ups and downs in potato 
prices as reflected on the future potato board, that— 


No doubt present demand would be much improved with higher prices. 


Mr. Chairman, I would like permission to place in the record at 
this point a statement of the Idaho Potato Producers Association in 
support of the bill H. R. 10282, and also a telegram addressed to me 
under date of April 26, 1958, by Mr. Edd Moore, representing the 
Idaho Growers and Shippers Association. 

Mr. Hagen. Isthere any objection ? 

Mr. Anruso. No objection. 

Mr. Hagen. It is so ordered. That will be included in the record 
at this point. 

Mr. Buper. Thank you, Mr. Chairman. 

(The documents referred to are as follows :) 


STATEMENT OF THE IDAHO POTATO PRODUCERS ASSOCIATION, INC. 


The Idaho Potato Producers Association, Inc., is a nonprofit organization, in- 
corporated under the laws of the State of Idaho. It was formed to effect an 
orderly and efficient organization of all persons in the State of Idaho engaged in 
the production of potatoes, to promote the welfare of all persons engaged in 
the growing of potatoes, and to represent the potato producers of Idaho in all 
matters affecting the potato industry. 

We are in favor of and support H. R. 10282, a bill to amend the Commodity 
Exchange Act to prohibit trading in potato futures in commodity exchanges. 
We favor the free operation of the economic forces of supply and demand in 
determining price, without the influence of futures trading. 

The Idaho potato production area is located a great distance from most major 
consuming markets. This results in high marketing costs, and requires that 
we sell in fresh form only our better grades or qualities. In order to maintain 
high-quality standards, we have imposed regulations upon ourselves through 
means of the marketing agreement and order, which provides authority to estab- 
lish and enforce minimum standards of grade, size, maturity, and cleanliness. 

Idaho potato growers tax themselves to advertise and promote greater con- 
sumer acceptance and wider distribution of potatoes. This tax is 2 cents per 
hundredweight, and provides an annual fund approximating $360,000 to advertise 
and promote Idaho potatoes. These efforts are directed toward obtaining maxi- 
mum economic returns to growers. We feel this aim can only be accomplished 
in a market free from outside influence. 

The recent continual price drop on Maine futures traded on the New York 
Mercantile Exchange has had a depressing effect on all potatoes moving in fresh 
market channels. This lack of confidence by the buying trade has caused a re- 
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luctance to buy ahead. The trade only buys immediate requirements when prices 
are continually going down. Even though Idaho potatoes are not traded on the 
New York Mercantile Exchange, as the price of futures declines, so does the cash 
price, and these depressed low prices are not realistic in relation to the total 
supply of potatoes at the present time. Prices established through board trading 
on Maine potatoes enter into the competitive price the trade is willing to pay 
for Idaho potatoes. 

The up and down fluctuations in the futures board have been detrimental to 
growers, handlers, processors, and receivers. They have likewise been detri- 
mental to consumers because orderly marketing and orderly pricing have been 
impossible. Unlike storable comomdities, potatoes are perishable and must be 
consumed within a reasonably short time. They play an important part in the 
American diet, and account for the greatest consumption of any of the vegetables, 
so essential for good health. Producers must have a reasonable profit in the pro- 
duction of this important food product, or their efforts will be diverted to the 
production of other crops, 

Idaho russet potatoes will find their own price level in a free and open market, 
based upon supply and quality factors. We respectfully request favorable con- 
sideration on H. R. 10282 to eliminate futures trading in potatoes, so that the 
economic forces of supply and demand may operate without interference, in de- 
termining market prices. 





Hon. HAMER BuDGE, 
IpAHO Fatis, IpAno, April 26, 1958. 

At recent meeting Idaho Growers & Shippers Association, following resolutions 
and conclusions adopted, went on record that the New York Mercantile Exchange 
future potato board is detrimental to best interests of the potato growers, ship- 
pers, receivers, and consumers of United States including Idaho and should be 
eliminated. The group concluded that the Government’s stocks-on-hand figure 
has indicated all season that supplies of potatoes nationally were not in surplus 
with normal requirements. It was felt that if the normal law of supply and 
demand had been permitted to govern in its natural course without the influence 
of extreme ups and downs in potato prices as reflected on the future potato board 
that no doubt present demand would be much improved with higher prices. We 


will appreciate your support to eliminate perishible potatoes from all future 
boards. 


Epp Moore, 
Idaho Growers Shippers Association. 

Mr. Bunce. I very much appreciate the opportunity to appear be- 
fore you this morning, and I would like to emphasize that in an in- 
dustry as large as the potato industry in the State of Idaho, where 
we normally ship somewhere between 40,000 and 50,000 cars of po- 
tatoes, this is a very serious and a vital thing, and I wish the com- 
mittee the best of luck in its attempt to solve it for the benefit of 
American agriculture. 

Thank you. 

Mr. Hacen. Are there any questions of Congressman Budge? 

Mr. Anruso, I have no questions. 

Mr. Hacen. Thank you. 

Mr. McIntire, if you would be our next witness we would appreciate 
it. 

Mr. Cuirrorp MoIntiee. I thank you. 


STATEMENT OF HON. CLIFFORD G. McINTIRE, A REPRESENTATIVE 
IN CONGRESS FROM THE THIRD DISTRICT OF THE STATE OF 
MAINE 


Mr. Crirrorp McIntire. Mr. Chairman and members of the com- 
mittee, I have quite an extended statement here which I would appre- 
ciate being incorporated in the record, and in view of the fact that 
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there are a number of witnesses from outside of Washington, and in 
order that they may have full opportunity to be heard today. I would 
only like to speak to this statement as a supplemental. 

Mr. Hagen. Do you have copies of your statement ? 

Mr. Cuirror. McIntire. I have this one. 

Mr. Hagen. Just the one copy ? 

_ Mr. Currvorp McInvire. Well, I have other copies which are com- 
ing. 

Mr. Anruso. Can we get a copy later? 

Mr. Currrorp McInrine. Yes, sir. 

The point which should be kept in mind in relation to the effort 
of H. R. 10282 is that this is directed toward the elimination of fu- 
tures trading on the single commodity of potatoes. Now we have all 
dealt in this committee with the matter of futures trading on onions. 
I would point out also for the committee’s information that while 
there is the basis—that is, there is the authority, so to speak—for 
futures trading of potatoes in Chicago, a contract which Seale entirely 
with Idaho potatoes, there is no trading in the Idaho contract. The 
only trading which is done is on the New York Mercantile Exchange, 
and it involves a Maine contract. 

Now, the reason why that is a Maine contract is that there can be 
only potatoes which are deliverable out of Maine eligible for participa- 
tion in this contract. In other words, as far as the commodity itself 
is concerned in its physical position, the exchange can deal only in 
potatoes which have originated in their shipment within the State of 
Maine. 

However, while this intensifies perhaps the feeling for the concern 
of Maine producers because this exchange is dealing in their specific 
commodity, I would point out, as Congressman Budge of Idaho has 
pointed out, that the activities of the exchange and the influence they 
have on pricing from day to day is not restricted strictly to Maine 
potatoes but is reflected across the country in the price which grow- 
ers receive in producing areas outside of Maine. New York is a very 
major market, and at every moment the price in New York is im- 
portant in the price structure of the commodity. And so whatever 
New York prices are in relation to potatoes from Maine, that price is 
reflected in the price received by New York growers, by Pennsylvania 
growers, by Idaho, California, and the new crop coming in in relation 
to the late crop. So this trading mechanism has a tremendous im- 
pact: instantly and continuously on the price structure of the potato 
that the potato producers receive across the country. 

We are dealing here not in any sense as an attack upon the prin- 
ciple of futures trading. We are not in any sense quarreling with 
the futures trading of any other commodity. We are saying that 
while other commodities by virtue of their marketing mechanisms 
may lend themselves to futures trading this commodity— and we have 
also said the same with onions—by virtue of its perishable nature, by 
virtue of the fact that it must be moved to market from producing 
areas within a rather fixed time, or it goes out of condition, in view 
of the fact that by virtue of its perishable nature, it 1s subject at 
of the changes in weather, wherever they are being harvy ested, or W os 
ever they are being grown—that these factors permit a certain a 
of market activity that is not at all characteristic of those commod- 
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ities like grains or cotton or other commodities which can be put into 
storage and carried over from year to year. 

There is the other factor, that while there is a portion of this com- 
modity used in processing, that there is not as much need for a 
futures market in connection with forward pricing as with grains, 
in connection with feeds and flour and things of that sort. 

I would like to speak a moment to the point raised by Congressman 
Anfuso. I would like to remind the committee that the committee’s 
interest in futures trading in onions and potatoes did not originate 
with the calling of this hearing. This committee’s interest in the 
trading of these two commodities was officially initiated on October 
27, 1955, when Chairman Cooley appointed a subcommittee on futures 
trading in perishable commodities. Now this special subcommittee 
held hearings in Presque Isle, Maine, on December 6 and 7, 1955; 
in Chicago on March 24, 1956; and in Washington on May 16, 17, 18, 
and 22, in 1956. It issued a report on September 24, 1956. I am sure 
that this committee realizes the activity which has been carried on, in 
relation to onion futures. 

I would point out that the background of hearings in relation to 
onion futures trading were hearings on both potatoes and onions. I 
would point out that the bill which we are considering this morning 
was introduced in January, and certainly on the basis of my ex- 
perience, serving nearly 7 years on the committee, there is nothing 
precipitous about calling a hearing on the bill introduced in January 
in the hearings called the last of April. 

I am sure that we have seen before this committee the occasion 
when a bill has been introduced and called up within a week for hear- 
ing. So to call this bill up for a hearing in the last part of April, 
when it was introduced in January does not in my opinion result in 
any precipitous action on the part of this committee. 

Mr. Chairman, I have numerous letters received from Maine and 
other places. They are generally very short letters but they express 
the position of growers and shippers on this bill. I ask unanimous 
consent that they be made a part of the record subsequent to my testi- 
mony. 

Mr. Hacen. If there is no objection, we will include the letters, plus 
Mr. McIntire’s statement, at the conclusion of his testimony. 

There being no objection, it is so ordered. 

Mr. Currrorp McIntire. Mr. Chairman, I have certain telegrams 
here which are very brief, ranging from Maine to North Carolina. 

Mr. Hacen. The same request in the same order with respect to the 
telegrams. 

The clerk of the committee says Mr. Cooley has received a stack of 
telegrams, and many of them perhaps from the same people, so we 
will not duplicate the inclusions. 

Mr. Cutrrorp McIntire. That is very satisfactory. 

Mr. Chairman, I have a certain limited amount, in quantity, but 
certain clippings from trade papers which I would appreciate being 
made a part of the record at this point. 

Mr. Hacen. The same order. 

Mr. Currrorp McIntire. Mr. Chairman, there are others here who 
have testimony in detail, and I would appreciate, as I have indicated, 
having my statement made a part of the record, and I would be very 
happy to answer questions if such are requested. 
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Mr. Hagen. Mr. Anfuso has indicated that he does not want to ask 
any questions. 

Mr. Anruso. I do not want to ask any questions, Congressman 
McIntire, except that I would like to make the statement, that since I 
have been on this Agriculture Committee, I have had the great pleas- 
ure of knowing you, and I think that you are one of the most able men 
on this committee and also in Congress, and that the people of Maine 
certainly are fortunate in having you as their representative. 

We are going to disagree an awful lot on this bill, I assure you, but 
I think that I have no criticism of you personally, as you know, in 
making my earlier remarks. 

Mr, Cuirrorp McInvire. Thank you very kindly, Mr. Anfuso. 

And may I say I am just as interested as any member of this com- 
mittee that any hearings, regardless of whether it be a bill in which I 
am personally interested as far as my area is concerned, my district— 
I am very anxious that the hearings be fair and objective, and the 
facts disclosed, and, of course, each of us in our separate areas has 
responsibility, have the opportunity and the responsibility, of taking 
the position which seems constructive in the interests of our constitu- 
ents, or an industry, or whatever may—might be the issue of the 
moment. 

Mr. Anruso. That is understandable. 

Mr. Hagen. Congressman Teague of California. 

Mr. Teague. Mr. McIntire, I am sure that the members of this sub- 
committee and the committee as a whole would agree that there is no 
member of the Committee on Agriculture who has a greater detailed 
knowledge of the scores, or perhaps hundreds of proposed bills which 
come before this committee than you do. 

We also know how fair you are in your judgment. I should like to 
have an expression from you as to how, if at all, this situation differs 
from the one we had when we were considering the abolishment of 
trading in onion futures? 

Mr. Cuirrorp McIntire. Thank you very kindly for your very kind 
remarks, Mr. Teague. ms 

It is my considered opinion that onions and potatoes as commodities 
are very closely related in the characteristic of being perishable, and 
that they are very closely related in that they are harvested in various 
parts of the country virtually the year round, that weather, storage 
factors and yields depend a great deal on where the market levels are, 
or they dictate to a large extent the market levels and that they are 
similar in that neither one of them lend themselves to futures trading. 
And I would say that by the same aspects, or the same justification, 
that this committee favored the eliminations of futures trading on 
onions, that by those same factors we can evaluate our position on 
futures trading on potatos. They are very similar. Gs 

True, the producing areas are different, but they are very similar 
in relation to futures trading. j , 

Mr. Teacur. And you are saying that dealing with the same prin- 
ciple—— 

Mr. Currrorp McIntire. We are. 

Mr. Tracue. As we dealt with in the onions problem ? 

Mr. Cuirrorp McIntire. We are. 

Mr. Tracur. Thank you. 
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Mr. Hagen. I would state that we regard you as something of an 
expert on futures in the committee, at least I do, and if you wish you 
can reserve it for a later time in view of the number of witnesses who 
wish to be heard, but at some point in this hearing I would like to 
have a description from you of how the trading in futures relates to 
the price of potatoes callie the grower, and some description of who 
utilizes the futures market for the actual procurement of potatoes. 
Now if you want to reserve that for a later time, it is harfectly agree- 
able. 

Mr. Crrrrorp McIntire. I would be very happy to develop that 
point with the subcommittee. I would, yes, feel that perhaps it is a 
subject that we could discuss without holding up witnesses from out of 
town. 

Let me say this rather briefly, though, Mr. Chairman, that there 
is absolutely no question, I think, in the minds of those who are in- 
formed on this matter, that the prices quoted on the board when it is 
open, have a very direct impact on the market at that moment, from 
hour to hour. And the price of potatoes in the United States today, 
this morning, will be influenced, and almost—will be influenced—let 
me leave it that way, by the price at which the board opens and the 
activity in the first 10 minutes or 30 minutes on that board. 

I have had considerable experience with an organization that han- 
dled about 18 percent of all the potatoes shipped out of Maine. I am 
familiar with selling a crop because I have produced them and sold 
them. 

I am familiar with what the mechanism of disposing of a crop into 
the market place was before there was futures trading. 

I know that the salesmen at the sales desk used to assemble their 
information and put out their wires early in the morning, let’s say 
8:30 to 9 o’clock, and by 10 o’clock we had the feel of the market 
and was starting to do business. I know the customary procedure in 
selling potatoes today is to set around until the board opens, because 
no one knows where it is going to go. So the opening of that board 
and the closing price, and the activity during the trading is constantly 
an interpretation of what the market is, and everyone is watching it. 

I know that the very unsettled conditions which have prevailed 
since about the 7th of April has caused a great deal of consternation 
and fear in the trading of potatoes as a physical commodity to the 
point where no one knows which way this market is going, and that 
that situation has developed primarily and almost solely by virtue of 
the trading on this board. 

And so there is a very direct bearing, and I would be very happy 
to go into it in greater detail when the opportunity presents itself. 

Mr. Hagen. I want to ask you one question, would you say that 
the futures price today on the market in New York is establishing the 
price for commercial delivery of potatoes ? 

Mr. Cirrrorp McIntire. Yes, sir. 

Mr. Hacen. As I understand 





Mr. Crrrrorp McIntire. Today and tomorrow and the next day. 
Now I think in order to be fair, I think that studies will show that 
from one season’s end to the other, that there probably is less influence 
by virtue of the pricing on the board. But as far as the market day 
is concerned, and as far as what the market is going to be a week from 
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today, that board has a tremendous influence on what is considered to 
be the direction in which the market is going. 

Mr. Anruso. Mr. Chairman, have you finished ? 

Mr. Hagen. I have not quite finished. 

We recognize that as in the case of onions, the price of potatoes is 
a variable item. For example, last year the potato growers did very 
poorly, the year before they did quite well, something around $3. 50, 
$4 a hundredweight. 

Mr. Cuirrorp McIntire. In California. 

Mr. Hagen. Yes, in California. 

Mr. Ciirrorp McIntire. Some of the rest of us did not. 

Mr. Hagen. This year the price went up to around $7, believe, and 
it is now down, in spite of the fact that, as I understand it, there has 
been no real change in the supply and demand situation. Is that 
correct / 

Mr. Cuirrorp McIntire. That is very definitely correct. And there 
has been some weather factors involved in this spring market. But 
there is nothing that I can find out, or can observe in any respect, as 
far as supply 1s concerned, that would justify the extremity of the 
drop which has occurred in the price since about April 7. Now we 
should recognize that these market prices change, they go up and 
they come down, and we should recognize that some adjustment may 
have taken place in view of the fact that new areas, new supplies, were 
coming in. But there is nothing in the supply picture that would 
justify anywhere near the confusion which has prevailed, nor the 
extreme drop i in price which has prevailed. New potatoes have not 
been coming on in the quantity that they did a year ago at this time. 
And anything which we can see does not indicate that they would 
have been on in April, nor would they be on in early May. And it 
would be up to late May before new potatoes will come on in quantity 
to have much effect on the market. However, the board started break- 
ing on the 7th day of April, and it has broken the limit virtually every 
day since, with the exception of a few d: ys when it has sts tbilized, and 
then gone down the limit again. There is nothing in the supply pic- 
ture that would support this position which has occurred on the board, 
not a thing in my opinion. 

Mr. Hagen. Do you have any opinion of the reason for that 

Mr. Crrvrorp McIntire. Mr. Chairman, I would say that coin must 
be factors, difficult to prove, in the trading on the board which have 
directed this market downward. The prospect of heavy deliveries is 
one of the major factors here. By rumor or by fact there is reason 
to believe that heavy deliveries would be offered. We should bear in 
mind that these deliveries are in New York, these deliveries are on 
the Harlem yards, they are in effect, in a degree, into a pocket market. 
True, they have reconsignment privileges on those which are on rails, 
but nevertheless, they are burdening the New York market. 

Another very adverse influence this year is the fact that the board 
has permitted, as its contract provides, for a substantial amount of 
potatoes to go into storage in New York for delivery on the May 
contract. So there has been, for one reason or another, a substantial 
buildup in the prospective deliveries, and that has had a very detri- 
mental effect on the price structure on the support market. 


26433—58—_—2 
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Mr. Hacen. And that buildup occurred by reason of action of 
members of the Commodity Exchange ? 

Mr. Crurrorp McInrme. Yes, it did. There was a play, the differ- 
ential between your April and May contracts, permitted a play that 
looked as though it had a profit in it over and above storage. And 
certainly no one is going to criticize the opportunity that anyone may 
take for a profit. 

But let me say this, it is quite obvious that there are those who are 
substantial traders on the board who look at a profit before they take 
into consideration whatever the effect which it would have on the 
price structure to producers. I suspect that is probably not new, but 
it is not entirely the position which we think should be taken by those 
who look for stable and constructive marketing procedures. 

Mr. Anruso. Mr. Chairman, I was not going to go into any question- 
ing of Mr. McIntire largely because you have brought here a great 
number of people. . . , 

Mr. Cuiirrorp McIntire. I appreciate that. 

Mr. Anruso. And I want to get to them, I want the committee to 
get to them, as soon as possible. However, the fact that I have not 
asked you any questions, Mr. McIntire, does not mean, and please do 
not feel, that [agree with you. 

Mr. Cuirrorp McIntire. I appreciate that. 

Mr. Anrvuso. I disagree with you 100 percent, and I do believe that 
witnesses who do know the subject will bring out the facts as the hear- 
ing develops. 

Mr. Hagen. Isthat all, Mr. McIntire? 

Mr. Currrorp McIntire. Thank you very kindly. 

(The complete statement of Mr. Clifford McIntire is as follows :) 


STATEMENT OF Hon. CuiirrorD G. McINTIRE, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MAINE 


Mr. Chairman and members of this committee, in brief, H. R. 10282 is a bill 
designed to prohibit futures trading in Irish potatoes. 

This bill is not a child of spontaneity; instead, it was conceived through the 
development of certain circumstances adversely affecting potato growers in the 
recent past, and it was born to thwart similar occurences in the future. 

A review of some of the aspects relating to futures trading in potatoes might 
well serve to place the subject concerned in proper perspective. 

Futures trading in potatoes was initiated by the Chicago Mercantile Exchange 
in January 1931, and by the New York Mercantile Exchange in December 1941. 
Virtually all of the trading in potatoes is done on the New York Exchange and 
is concerned primarily with Maine potatoes. The Chicago Mercantile Exchange 
has a futures contract for Idaho potatoes which has seen very little activity in 
recent years. 

Potatoes were included in those commodities subject to the jurisdiction of the 
Commodity Exchange Authority in the general revision of the Commodity Ex- 
change Act in 1936, and trading in potato futures has been under the scrutiny 
and regulation of the Commodity Exchange Authority since that time. 

Since 1941, when the New York Mercantile Exchange initiated trading in 
potatoes, until December of 1957, 771,633 carlots of potatoes have been traded 
on this exchange. It is interesting to note that for the years 1955 and 1956, the 
volume has been 123,781 and 140,333 carlots respectively, with 1956 revealing 
an approximate increase of 12 percent over the trading in 1955. For the first 7 
months of the trading period in 1957 the volume was 37,689 carlots, with the 
calculations for the other 5 months that normally carry the heaviest impact of 
trading not being readily available. 

The Commodity Exchange Authority made one of its periodic surveys of the 
positions of all traders in potato futures on the New York Mercantile Exchange 
on October 31, 1957. This survey provides detailed information on the size 
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and composition of the futures market for Maine potatoes at the close of the 
harvesting Season, just prior to the maturity of the 1957 November future— 
the first delivery month for potato futures in the 1957-58 marketing season. The 
following information represents an extract from this October 31, 1957, report, 
and it vividly points up the dynamic role played by speculators in futures trad- 
ing on potatoes: 

“Of the 871 traders in the market on the survey date, 673, or 77.3 percent, 
were reported as speculators ; and 198, or 22.7 percent, as hedgers. In the sur- 
vey 1 year earlier, the proportion of traders classified as speculators was 62.0 
percent, and hedgers 38.0 percent. 

“Speculators held the bulk of the long side of the market at the end of October 
1957, their aggregate long positions amounting to 3,303 carlots, or 70.6 percent 
of the total open contracts. Speculators’ total short positions were 1,991 carlots, 
or 42.6 percent of the total open contracts. 

“Positions classified as hedging accounted for the larger part of the short 
side of the market, amounting to 2,686 carlots, or 57.4 percent of the total eom- 
mitments. Long positions reported as hedging totaled 1,374 carlots, or 29.4 
percent of the long side. 

“The market composition thus reflected—speculators holding most of the long 
side, hedgers most of the short side—is fairly typical of futures markets. This 
pattern is particularly common in the early part of the marketing season when 
short hedging commitments against supplies are seasonally large, and specula- 
tors not infrequently carry the greater part of the long side of the market. 

“In the October 1957, survey, the relative proportion of the short side carried 
by speculators and hedgers, respectively, was similar to that shown by the com- 
parable surveys in the 2 preceding years, being fairly close to 70 percent 
hedging and 40 percent speculative for each of the 3 years. On the long side, 
the distribution was roughly 30 percent hedging and 70 percent speculative in 
both 1955 and 1957, with 1956 showing a substantially larger proportion (52.8 
percent) classified as hedging.” 

Potato producers have, for a long time,.been concerned about the degree of 
influence which Mercantile Exchange activities—in New York and Chicago, but 
particularly New York—exert on the market price of the commodity they pro- 
duce. These industry groups have, on many occasions, gathered together in 
well-attended meetings to express their concern and to explore the possibilities 
of laying this concern to rest. This anxiety became so intensified in the State of 
Maine that, on May 5, 1955, I received a joint resolution from the State of 
Maine’s Legislature, memoralizing the Congress to effect an investigation of 
Mercantile Exchange operations. 

In the interests of such concern, I, under date of May 12, 1955, directed a 
memorandum to the Honorable Harold D. Cooley, chairman of the House Com- 
mittee on Agriculture, recommending that an investigation be instituted to deter- 
mine the extent to which Mercantile Exchange activities influenced the market 
prices of Irish potatoes and onions. 

On October 27, 1955, Chairman Cooley appointed a Subcommittee on Futures 
Trading in Perishable Commodities. The chairman instructed this subcommittee 
to the effect that it was not to devote its attention solely to the investigation of 
any alleged manipulation of the futures markets but, rather, to carry out a con- 
structive study of the effect of futures trading on the supplies and prices of 
onions and potatoes. 

The especially selected subcommittee conducted hearings at Presque Isle, 
Maine, on December 6 and 7, 1955; at Chicago, Ill., March 24, 1956; and in 
Washington, D. C., on May 16, 17, 18, and 22, 1956. 

In its report of September 24, 1956, the subcommittee made the following rec- 
ommendations: 

1. That mercantile exchanges and others primarily interested in the futures 
trading of these commodities move speedily and as effectively as is within their 
power to make such improvements in the operation of the futures markets as 
will demonstrate that futures trading in these commodities can be carried on 
without harm or detriment to the producers and handlers thereof. 

2 That the information which has been and is currently being accumulated by 
the Commodity Exchange Authority relating to the operations of the futures 
markets for perishable commodities be studied to determine the basic question 
of suitobility of these commodities for futures trading. 

8. That producer orennizations, marketing associations, and all others inter- 
ested in the matter observe and consider current operations in, 2nd use being 
mare of. these futures markets in order to be of assistance to both the Congress 
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and the Commodity Exchange Authority by making constructive recommenda- 
tions and furnishing factual and objective material concerning both the beneficial 
and the harmful aspects of these markets. 

4. That in the absence of cooperative action on the part of the mercautile 
exchanges to effect adjustments which would make futures trading an undis- 
putably constructive trade vehicle for potato and onion producers, and in the 
event any enhanced regulatory power of the Commodity Exchange Authority 
fails to promote clearly constructive futures market activity, the Committee on 
Agriculture should promptly consider legislation prohibiting futures trading 
in potatoes and onions. 

Since the conclusion of these hearings on futures trading. the New York Mer- 
cantile Exchange has endeavored, in some respects, to restrict speculative activ- 
ities in that market for Maine potatoes. However, a substantial number of 
potato producers are not convinced that such adjustments will entirely elimi- 
nate what is considered the basic evil of futures trading—market gyrations. 
In fact, in September of 1957 the Maine potato industry, through referendum, 
went on record as being overwhelmingly opposed to futures trading in potatoes, 
and at its November 1957 meeting the National Potato Council (representing 
United States potato producers) endorsed the concept of prohibiting futures 
trading in potatoes with a vote reflecting a substantial majority. 

The following listing represents some of the principal reasons why many 
potato producers recommend the termination of futures trading in Irish potatoes: 

1. Dynamic fluctuations of the futures market have, in many instances, a detri- 
mental effect on the cash price of potatoes, thereby causing injury to the pro- 
ducers of this commodity. 

2. Speculators’ efforts are more times than not directed toward driving the 
price of potatoes down, making commodity prices show up in a dismal light. 

3. The highly perishable nature of potatoes militates against long-time stor- 
age, prompting a constant supply situation that exerts uneven pressures on the 
market; and the high rate of deterioration in this commodity performs as an 
ideal instrument for manipulators in the futures market. 

4. The record proves that a relatively small percentage of potato producers 
use the futures market for hedging operations; that the bulk of the trading 
in this commodity is of a speculative nature, being engaged in by persons who 
are neither producers nor consumers of the commodity. 

5. No matter how exchange officials endeavor to create rules for trading that 
would have the consideration of the potato grower, there can be no elimination 
of the speculative features which are so much a part of futures trading on highly 
perishable commodities and so detrimental to producers. 

6. The Commodity Exchange Authority, under existing law, is limited to dis- 
ciplinary action with regard to market manipulation, being more spectacular in 
what it does not govern than in what it governs; hence, the exchanges are left 
with broad authority over their operations, and are permitted to make arbitrary 
determinations as to their operations which do not always contribute to the 
benefit of potato producers. 

On January 27, 1958, I introduced legislation designed to prohibit futures 
trading in Irish potatoes, this being done to accommodate the interests of Maine 
potato growers who just a few months previously had aggressively asserted their 
opposition to this form of trading. 

Since introducing H. R. 10282, I have worked toward the objective of 
eliminating potato futures trading, and on March 13, 1958, when a bill dealing 
with the prohibition of futures trading in onions was being considered by the 
House, I offered an amendment to make the same provisions applicable to pota- 
toes. Mr. Victor Anfuso, Democratic Congressman from New York, made a 
point of order that my amendment was not relevant to the onion bill, and 
as a consequence the amendment was ruled out. Subsequently the onion bill 
passed the House, but at this time no action has been taken on the legislation by 
the Senate. A 

On April 16, 1958, owing to a congestion of potato carlots at Harlem River, 
N. Y.. I asked the Interstate Commerce Commission to institute an embargo on 
delivery of potato carlots at this location and pointed out that the congestion was 
due to heavy delivery to the board. This congestion cleared up in a few days, and 
the Interstate Commerce Commission has assured me that it will watch the 
situation closely. J 

I have frequently conferred with Department of Agriculture officials, especially 
with those of the Commodity Exchange Authority, seeking to be assured that all 
trading activities were being given close surveillance and that all trading was 
being done within the rules of the Mercantile Exchange. 








PROHIBIT TRADING IN POTATO FUTURES 15 


These hearings of April 29 and 30 are the most recent development in line 
with my interests, and I am indeed gratified to have the function of futures trad- 
ing considered by this committee. 

The fact of the matter is that persons interested in eliminating futures trading 
in both potatoes and onions have been working for many months, yes years, 
to accomplish this legislatively. 

My own efforts in this direction began in 1955, commencing with the first 
hearings conducted on futures trading in potatoes and onions at Presque Isle, 
Maine. And although no legislation providing for the prohibition of futures trad- 
ing in these commodities has been enacted into law, those of us who believe 
such legislation has merit will diligently work toward that end. 

Mr. Chairman, and members of this committee, I urge you to give favorable 
consideration to H. R. 10282, and I deeply appreciate having this opportunity 
to present this statement for the committee’s consideration. 


(The statements, letters, telegrams, and news clippings presented 
by Mr. Clifford McIntire, are inserted in the record at the request of 
the chairman and are as follows: 


STATEMENT BY OwEN H. SMITH, Porato GROWER 


Mr. Chairman and members of the committee, my name is Owen H. Smith 
from Presque Isle, Maine, I am a potato grower and shipper and a member of 
the committee appointed by the Maine Potato Industry Council to work for the 
abolishment of potato futures trading on the New York Mercantile Exchange and 
the Chicago exchange, I firmly support testimony given by Smith McIntire, 
Herschel Smith, and A. E. Mercker and would like to add that I am convinced 
that the entire potato marketing structure of the country is hopelessly under the 
power of a few wealthy leeches. We are fighting for our very survival when 
we ask for the passage of H. R. 10282. 

I do not believe that the Commodity Exchange Authority can ever police the 
situation because— 

1. The rules of the mercantile are written in sucn a foggy nature that their 
interpretation is very flexible. 

2. It is and has been a very clear case of the rules being made as they go along 
and are being made by the players on the team. 

3. The Commodity Exchange Authority cannot handle situations on the spur of 
the moment, but takes months and years before the guilty party can be convicted. 
This fact makes it possible for the manipulated situation we are in at this very 
inoment and the millions of dollars damage to the industry will be done and a 
few will become wealthy. 

The majority of the type of people who oppose the passage of H. R. 10282 
perform no service whatever to the potato industry, other than to maintain a 
state of confusion for their own personal benefits. This fact in itself is reason 
enough for its passage. 

We, as growers, ask you to pass this bill and put the potato pricing mechanism 
back in the hands of those who actually grow and handle potatoes and take it out 
of the hands of a few well-financed speculators that, I repeat again, are leeches 
on our industry. 


STATEMENT BY Basix 8. Fox, WASHBURN, MAINE 


Mr. Chairman and members of the committee, my name is Basil S. Fox, I am 
a farmer in Wade, Maine, in Aroostook County. I own 500 acres of land, of which 
220 acres is cropland. I grow 75 acres of certified seed potatoes, and approxi- 
mately 50 acres of oats for use in feeding a dairy herd of 25 milkers, and a poultry 
unit of 1,000 layers. 

I am representing the Potato Industry Council of Maine of which I am a 
director. 

I wish to say that I am in full agreement with the statements made by Mr. 
Smith McIntire, Mr. Herschel Smith, and Mr. Luman Mahaney who have testified 
in favor of abolishing future trading of potatoes on the New York Mercantile 
Exchange. 

I also wish to state that I agree with the statement made by Mr. Mercer, rep- 
resenting the National Potato Council. I didn’t have the opportunity to hear Mr. 
Mercer’s testimony, but I had the privilege of reading it April 28, 1958. I wish 
to state in regard to Congressman Anfuso’s reference to Dr. Merchant’s report, 
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that I cannot accept that report as being representative of the sentiment in Maine 
today. Dr. Merchant, in his report, had a survey of approximately 150 farmers. 
In the referendum held by the Maine Potato Industry Council there were 2,000 
farmers voting and the results were 10 to 1 in favor of elimination of potato 
trading on the New York Mercantile Exchange. This referendum was held in 
August of 1957. August was selected for this referendum because the council 
felt that at this time of the year farmers wouldn’t be influenced in favor of or in 
opposition to the exchange. 

I would like to further emphasize that we as council representatives have no 
opposition to the future trading of nonperishables, but I wish to further empha- 
size that potatoes, as a perishable produce, is not adapted to future trading on 
the exchange. 

I wish to express my appreciation for this opportunity of testifying in opposi- 
tion to the future trading of potatoes on the New York Mercantile Exchange. 


Mars Hii, Marne, April 26, 1958. 
Mr. CLIFrrorp McINTIRE, 


House of Representatives, Washington, D.C. 


Deak Siz: I wish to take this opportunity to express my deep concern and 
opposition to the New York Mercantile Exchange dealing in Maine potatoes. The 
following are my reasons. 

(1) It causes chaos and confusion by unrealistic advances and declines caused 
by wild speculation on the part of trade and nontrade people each time these 
things happen. Many people are hurt financially, in some cases to the point 
of being wiped out completely, and even in some cases suicide. 

(2) It is useless to use the argument that if you are not in it you will not get 
hurt, or*if used for what it was intended for ‘as a hedge for the producer and 
buyer. The very fact of its existence discounts any good points it might have 
in that respect. We are all human beings, and when an insidious thing like the 
New York Mercantile Exchange is in front of you, with opportunities for an 
incredibly fast buck, many, many innocent people become easy victims of shrewd 
operators on the board who, because of very close and inside connections in the 
potato trade, especially board trading, know almost exactly what the board 
is going to do, thereby unmercifully taking innocent people in all walks of life 
to the cleaners. 

(3) The resulting confusion and unreal gyrations of prices of potatoes causes 
losses of not only huge sums to farmers in Maine, but also to our friends the 
people in the markets who buy our potatoes. This is the way it works. A buyer 
in the market asks a dealer in Maine for a quote on a carload of spuds. The 
dealer in Maine quotes a price, the buyer says he will call back in an hour or so. 
In an hour or so he calls back, says he will accept the quote; the dealer in Maine 
says, “Sorry the boards is up the limit, the price is 30 cents more.” The buyer 
in the market is mad but he finally buys the car, and by the time it arrives at 
his place the price may be off again 30 to 60 cents, resulting in a huge loss to 
him. I ask this question: How can any industry be conducted in an orderly 
manner with such a thing as the New York Exchange in our midst? 

(4) As a result of this violent price change back and forth our traditional 
friends, the market buyers are mad at the Maine deal and have stopped buying 
in Maine, but will buy from any section of United States or Canada if they can 
get them rater than Maine, and all the time we having here the best quality 
potatoes in our history. 

(5) As you no doubt know by now, when the State of Maine potato people 
have to resort to spending a million dollars raised through donations from 
within the industry right down to the smallest and hard-pressed farmer, to block 
a bunch of spuds placed in cold storage in New York, by a few very large and 
wealthy marketers (I will be very tolerant and call them operators instead of 
what I personally think, manipulators) from being thrown on the board starting 
May 1, thereby driving down the board prices still further and with, as always 
the street price, these prices already having been driven down over $2 per 
hundredweight in the last 2 to 3 weeks by the very threat of this cold storage 
holding in New York. When the State of Maine potato industry is forced to take 
this kind of action then I say as a citizen of this country, that if the Congress 
of the United States of America allows this medium of trading in Maine potatoes 
called the New York Mercantile Exchange to stay in being, then, I for one have 
lost faith in my Congress and if you honored gentlemen of the Agriculture 
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Committee of Congress could but spend 1 day with me in Aroostook County, 
Maine, I could prove to you beyond shadow of doubt that at least 97 percent of 
potato people in Maine feel as strong about this as I do. 

This is our deal here, we have worked hard on it for years trying to build it 
up, it does not belong to any other States. I urge you and the Congress to let 
us have it. 

Respectfully yours, 
KENNETH HUNTER, @ Grower. 


San LuIs VALLEY Potato ADMINISTRATIVE COMMITTEE, 
Monte Vista, Colo., April 24, 1958. 
Hon. CLirrorD McINTIRE, 
Member of Congress, 
House Office Building, 
Washington, D.C. 

DEAR REPRESENTATIVE MCINTIRE: We are informed that hearings on your pro- 
posed bill, H. R. 10282, are scheduled for Tuesday, April 29, in a wire from A. B. 
Mercker. 

This committee is in accord with your proposal, as we sense that the futures 
market has an undue influence on the grower price. 

I enclose a copy of our statement, which we have requested Representative 
Chenoweth to present in our behalf. 

Very truly yours, 
WEB ALLISON, Manager. 


Maks Hitz, MAINE, April 22, 1958. 
DEAR MR. McINTIRE: I'll get down to brass tacks as I know you are a busy 
man. What are we going to do with this terrible monster the so-called mer- 
cantile that demoralizes and destroys the market, the very livelihood of thousands 
of potato producers and handlers. I can cite several individual cases of my re- 
ceivers who won’t buy any more than approximately 50 percent their normal re- 
quirements because of the extreme fluctuations on the board. They say they 
only buy a load when their receivers are completely out and will take delivery 
of the complete load as the small wholesaler don’t want a bag of potatoes laying 
around because he don’t know what will happen next. It’s terrible what this 
monster is doing to the potato industry. 
Please do all you can. 
Respectfully, 
HANTS WHITE. 


AROOSTOOK YOUNG FARMERS ASSOCIATION, 
Mapleton, Maine, April 25, 1958. 
Hon. Ciirrorp MCINTIRE, 
Congressman from Maine, 
House of Representatives, Washington, D. C. 


DEAR CuiiFF: At a meeting of Aroostook Young Farmers Association, Thursday, 
April 24, there was considerable discussion on the advisability of making every 
effort to get rid of the New York Mercantile Exchange. 

It was unanimously voted by those present (enclosed are names) to make 
every effort to see that the mercantile exchange is eliminated. It was the 
consensus of opinion of the young farmers present that the present supply 
situation would certainly warrant a more stable price at this time if it were 
not for the manipulation of the mercantile. 

This group also felt that the 3-cent per barrel potato tax used to advertise and 
promote Maine potatoes was certainly not very effective when a group of people 
not interested in the potato business, other than for speculative purposes, could 
do what they have done in recent weeks to ruin the confidence of the buyers in the 
consuming areas in the Maine potato deal. 

Enclosed please find the names of those who share the above-stated feelings. 

Sincerely yours, 
RUSSEL SMITH, President. 

Sterling Bagley, Mapleton; Lyle W. Kenney, Mapleton; Gilman P. Beaulieu, 


Mapleton, Cluny B. McPherson, Presque Isle; Carl D. Lovley, Mapleton, Donald 
W. Chandler, Mapleton; Darrell T. Chandler, Mapleton; Myron J. Furner, 
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Ashland; James W. Brown, Presque Isle; Beryl Kenney, Presque Isle; Gerald 
Baylin, Presque Isle; Walter St. Peter, Jr., Presque Isle; Winston Bagley, 
Presque Isle; John D. Findlen, Fort Fairfield; Russell W. Smith, Mapleton; 
Joseph P. Findlen, Fort Fairfield; John F. Hoyt, Fort Fairfield; Perry Monroe, 
Presque Isle; Arthur Ashley, Presque Isle; Robert D. MePherson, Presque Isle; 
William L. Findlen, Fort Fairfield; Vernon A. Blackstone, Caribou; Frederick 
Thompson, Caribou; Maxwell Buck, Mapleton; Vaughn Griffin, Mapleton; Calvin 
Wood, Mapleton ; Winfield Sawyer, Mapleton. 

Keith Allen, Westfield ; Alan Hopkinson, Fort Fairfield ; Milton Crouse, Crouse- 
ville; Archie Silver, Washburn; Robert Helatrom, Washburn; Verle Plissey, 
Washburn; Carroll Plissey, Washburn; Rodney Drake, Washburn; Richard 
Porter, Washburn; Russell Preston, Perham; Laurence A, Park, Presque Isle; 
Vinal A. Turner, Mapleton; Richard EF. Turner, Mapleton; Donald F. Smith, 
Caribou: Ralph McElivarn, Caribou; Ernest Smith, Caribou; Jack Cameron, 
Presque Isle; Carl Winslow, Presque Isle; Malcolm Brown, Mapleton; Harold 
James, Presque Isle; Wendell Culberson, Easton; Arthur Gray, Easton; Everett 
C. Cronkite, Easton; Fenton Flewilling, Easton; Vernon Adams, Easton; Rich- 
ard Kneeland, Haston; Llewellyn White, Easton; Galin Sylvester, Mars Hill; 
Stuart McCrum, Mars Hill; Llewellyn J. Woodman, Washburn; Herschel 
Smith, Mars Hill. 


PRESQUE ISLE, MAINE, April 25, 1958. 
Deak CuirF: As a potato grower and a member of the Young Farmers of Central 
Aroostook, I am opposed to the New York Mercantile Exchange. 
Sincerely, 
Rosert B. Lone. 


PRESQUE Istx, MAINE, April 25, 1958. 
Hon. CLirroRD McINTIRE, 
House of Representatives, 
Washington, D.C. 


Dear Sir: We would like to express our opposition to potato trading on the 
New York Mercantile Exchange. It is our sincere desire that you and your 
colleagues will ban all future trading if at all possible. We feel that the exchange 
controls the marketing of potatoes beyond the law of supply and demand. 

Very truly yours, 
ARTHUR W. ASHLEY. 
W. E. ASHLEY. 


APRIL 25, 1958. 

DEAR CONGRESSMAN McINTIRE: I grow 60 acres of potatoes and all I expect is 
a fair and reasonable profit for my efforts and investment. The future trading 
on the New York Commodity Exchange is so erratic that I can only sell my 
potatoes on certain days and hours. 

In my opinion the New York exchange does more harm than good to the Maine 
potato industry than any other element we have to contend with. I would like 
to go on record as opposing future trading of Maine potatoes on the New York 
Mercantile Exchange. 

Sincerely yours, 
JOHN D. FINDLEN. 


PRESQUE IsLxE, MAINE, April 25, 1958. 
CLIFFORD MCINTIRE, 
House of Representatives, Washington, D.C. 
Dear Sie: I wish to express that I oppose the trading of Maine potatoes 
on the New York Mercantile Exchange. 
Yours sincerely, 


LAURENCE A. PARK. 
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GEORGE H. STonE & Sons, 


Fort Fairfield, Maine, April 25, 19% 
Mr. CLirrorp McINTIRgE, - nee 


House of Representatives, Washington, D. C. 


DER Mr. McIntTrrRE: We are writing in regard to the hearing coming up 
April 28 and 29 concerning the New York Mercantile Exchange. We feel that 
the New York Mercantile Exchange has been manipulated very strongly this 
winter, and has, also, shown manipulation over the past 4 or 5 years. 

Therefore, we strongly urge our Congressman to support action for discon- 
tinuing trading of Maine potatoes futures on the exchange. 

Very truly yours, 


M. 8S. JoHNSTON. 


JOHNSTON FURNITURE Co., INC., 
Fort Fairfield, Maine, April 25, 1958. 

Deak CuiFF: I wish to go on record to the effect that I am definitely in favor 
of ceasing all operations of the mercantile exchange’s trading in potatoes. 

My reasons are, first, it has done away with all speculation in the market. 
One example is, previous to the advent of the exchange a farmer could sell a 
few potatoes in the summer and get some money to start harvesting with, now 
the only place he can sell is on the board and he has to deposit $195 per car. 

Second, it is almost impossible to sell a car of potatoes until the board opens, 
which is very near the shippers dinnertime. Third, I personally feel that it 
presents opportunities for manipulation which has disastrous effects upon 
the market. 

Sincerely, 


PHIL JOHNSTON. 


CONSOLIDATED PoTATO PRODUCER’S ASSOCIATION, 
Caribou, Maine, April 26, 1958. 
Congressinan CLirrorD G. McINTIRE, 
House of Representatives, 
Washington, D. C. 


DEAR CONGRESSMAN McINTIRE: The members of the Consolidated Potato Pro- 
ducer’s Association wish to present their views concerning the trading of Maine 
potatoes on the New York Mercantile Exchange. 

As has been expressed in past hearings, we are unanimously against the 
trading of Maine potatoes on the New York Mercantile Exchange. We will 
attempt to list some of the reasons for our objections to this trading: 

1. The mercantile exchange is very susceptible to wide fluctuations, which 
has been witnessed in the past, and more recently in the period between April 
8 to April 24, 1958, whereas potato prices per hundredweight on the May option 
have varied as much as 60 points within 1 hour. This is not what we would 
consider normal market fluctuations. 

2. Although it has often been expressed by proponents of the mercantile 
exchange that trading on the exchange does not influence but merely reflects the 
spot market. The action during the 1957-58, season does not uphold their 
belief, particularly during the period of April 8 to 24, during which time we are 
convinced that the mercantile trading definitely influenced the spot market. It 
appears rather humorous that proponents of the New York Mercantile Exchange 
are always happy to accept credit for rising prices, but on declining prices they 
contend that the mercantile is merely reflecting supply and demand. 

3. We feel that we have lost the good will of our customers due to the de- 
pressing influence of wide fluctuation of prices on the mercantile exchange, and 
also the buildup of track and storage holdings of Maine potatoes in the New 
York market. 

4. Never has a market been more easily susceptible to manipulation than has 
been the New York Mercantile Exchange. It seems rather unbelievable that 
in this great country of ours, a few mercenary individuals with substantial 
funds, and greedy for more, regardless of the detrimental affect on our industry, 
can be allowed to manipulate our markets such as has been known to happen 
in the trading of Maine potatoes on the mercantile exchange. We believe there 
are cases presently under investigation that will substantiate these previous 
statements. 
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5. The prices set by the mercantile exchange has such an influence on our spot 
market that it is almost impossible to carry on a normal business. There once 
was a time when buyers would call early in the day to place orders and would 
quote firm prices which would determine what prices could be paid to the 
farmers for his potatoes that day. Under present conditions, many buyers 
will not place orders until after the mercantile exchange has finished its daily 
trading, and other buyers will place orders but will not set prices on the order 
until after the close of the trading in the Exchange that day. We would like 
to know how a shipper can intelligently buy from farmers and quote prices at 
7 a, m. when he begins his working day if he does not know what he will receive 
for these potatoes until the trading on the mercantile is complete at 1:30 p. m.? 

6. This association feels that proponents of the mercantile exchange cannot 
justify the activities of a few wealthy and influential people, well known to 
everybody in the industry, who are able to gang together and gamble with our 
potato crop and our sole means of livelihood. We also agree that the trading 
of Maine potatoes is a ripe plum for the greedy brokers who are indifferent as to 
whether the potato prices advance or decline as long as they enjoy their broker- 
ages which add up to millions of dollars in 1 year. 

7. We believe that the brokers and traders on the New York Mercantile 
Exchange are much more interested in having wide fluctuations in prices rather 
than stable prices, for it stimulates more trading, which in turn pays more 
brokerages and profits. 

We are convinced that there is a terrible cancer (the New York Mercantile 
Exchange) eating away at our potato industry. If this cancer is not removed, 
it is our opinion that the affects on our great potato industry in Maine will be 
disastrous. We therefore urge Congress to relieve us of this cancer by abolish- 
ing the trading of Maine potatoes on the New York Mercantile Exchange. 

We would appreciate having this letter entered in the congressional hearings 
to be held in Washington, D. C., during the week of April 28, 1958. 

Respectfully yours, 
Rotanpd J. A. BoucHARD, President. 


ROBINSONS, MAINE, April 24, 1958. 
Mr. CLIFFORD MCINTIRE, 


House of Representatives, 
Washington, D.C. 


Dear Sir: Speaking for my partner and myself in our farming and potato- 
producing business, we are pleased to give you our support in your fight to dis- 
continue trading of potato futures on the commodity exchanges of this country. 

Speaking as one who had some experience with futures, I sincerely believe 
that futures trading on potatoes is doing more harm to the potato producers as 
a whole than is overproducing. 

We thank you very much for taking up the fight with us against this evil. 

Sincerely yours, 
ARTHUR FE. TAYLor. 


Rosinsons, MAINe, April 22, 1958. 
Hon. CiirrorD G. McINTIRE, 
House of Representatives, 
Washington, D.C. 

DEAR Mr. McIntire: I would like to be considered as a Maine potato grower 
who is definitely opposed to the New York Mercantile Exchange dealing 
in potatoes. I feel that it has a definite influence on our potato market. 
I would like to see potatoes taken off the exchange. 

Sincerely, 
JAMES H. TWEEDIE. 


FioripaA Fruit & VEGETABLE ASSOCIATION, 
Orlando, Fla., April 25, 1958. 


Hon. Grorae M. GRANT, ; 
Chairman, Domestic Marketing Subcommittee of the House Committee on 
Agriculture, House of Representatives, Washington, D.C. 
Dear ConcressMAN Grant: The Florida Potato Council, a division of the 
Florida Fruit & Vegetable Association, 4401 East Colonial Drive, Orlando, Fla., 
an organization representing a majority of the potato growers and shippers of 
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Florida, would like to register with your committee its support of H. R. 10282 


a bill to amend the Commodity Exchange Act and prohibit the trading in potato 
futures in commodity exchanges. 

Our members feel the practice of potato futures trading creates artifiical and 
unrealistic potato supply and demand situations, which result in the lack of 
buying confidence among the Nation’s distributors and receivers. Such trading 
practices on the commodity exchanges result in an unstable and abnormal potato 
price structure, not directly related to the actual potato supply. This condition 
is detrimental to the best interests of Florida potato growers and shippers. 

It is felt such futures trading practices have little direct benefit to actual 
potato growers and shippers and that it would be in the best interests of farm- 
ers, distributors, and consumers for potato futures trading to be prohibited on 
any board of trade. 

Yours very truly, 
JOFFRE C. DAVID, 
Secretary-Treasurer. 


CARIBOU, MAINE, April 25, 1958. 
Mr. CLIFFORD MCINTIRE, 
House of Representatives, Washington, D.C. 


DEAR Str: In regards to the mercantile, coming up for debate at this coming 
Tuesday meeting, I must say I am very much against it for several reasons. 
First, manipulation; second, it kills old-fashioned speculations, and makes 
gamblers out of fairly honest people, and if allowed to continue will eventually 
destroy the potato industry in Maine. 
Very truly yours, 
S. J. VERMETTE. 


JAMES W. Buck Co., INc., 
Limestone, Maine, April 26, 1958. 
Hon. Ciirrorp G. McINTIRE, 
House of Representatives, 
Washington, D.C. 


DEAR CrirF: As a Maine potato farmer and dealer, I should like every effort 
to be made in favor of your bill to prohibit the trading of Maine potatoes on the 
New York Mercantile Exchange, at the hearing before the Agricultural Com- 
mittee on April 29. 

It is my opinion that the futures trading of Maine potatoes has robbed the 
farmer and dealer, as well as the American housewife, of the prerequisite of the 
accepted American way of life—that of a free economy governed by the laws 
of supply and demand. 

In the name of the preservation of unhampered free enterprise of the American 
potato farmer, I urge the committee to act favorable on this issue. 

Very truly yours, 
JAMES W. Buck. 


MAPLETON, MAINE, April 27, 1958. 
DEAR CLirForD: I hope this letter reaches you in time for the hearings on the 
Mercantile Exchange. 
I do not favor continuing trading Maine potatoes on the New York Mercantile 
Exchange. 
We wish you luck in the hearings. 
Sincerely yours, 
WINFIELD SAWYER. 


LIMESTONE, MAINE, April 28, 1958. 
Representative CiirrorD G. MCINTIRE, 
Washington, D.C. 

Sir: These are my feeling on this New York Mercantile Exchange. I feel 
that God put potatoes on earth to give human beings a large part of their daily 
diet and should be kept on or ready available at all times for human consumption. 
The functions of the exchange are such that when trades drop 5 or 10 cents per 
hundred buyers here and in leading cities close their doors to business because 
they are afraid it will be manipulated to cause such a depressing effect on the 
market as it has so many times in the past caused them to lose money. 
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Thus taking the speculation out of the market and when you do that to a 
perishable product you have nothing lost marketwise. We here in the county have 
been begging for 5 years to outlaw the potato trading on the New York Mercantile 
Exchange. I guess we’ve been on the wrong side of our politicians. Thus I say 
cards were made to play and gamble with. Potatoes are a product of a farmer’s 
labor to give life to the human race. Let us treat them as such. Please let’s 
do everything to outlaw future trading on the New York Mercantile Exchange, 
or there won’t be anybody left in Maine to grow potatoes for our market. 


GEORGE B. GERVAIS. 


JACKSONVILLE, Fia., April 29, 1958. 
Representative CLirF McINTIRE, 


House Office Building, Washington, D. C. 


DEAR CONGRESSMAN MCINTIRE: I have noted from the April 26 issue of The 
Packer that hearings will be held today and tomorrow on H. R. 10282, your bill 
designed to ban futures market trading on potatoes. 

It is hoped that this legislation can be passed which will be of immeasurable 
help to the potato industry as the present chaotic conditions existing, particularly 
on eastern potatoes, is largely due to trading on the board. For instance, during 
the past 10 days futures trading on potatoes has fluctuated as much as $1 per 
hundredweight on Maine potatoes causing consternation among the shippers, 
brokers, and distributors of Maine potatoes and has created a fictitious and 
erratic market with absolutely no relation to supply and demand. 

This same situation on futures trading of onions has existed for a long time 
and in the writer’s opinion, which I think reflects the opinion of the majority of 
the members of this industry who actually handle the sale and distribution of 
potatoes and onions, I believe both of these commodities should be banned. 


With all good wishes for your success in getting this legislation passed, I 
remain, 


Sincerely yours, 
S. S. SAWYER. 


LIMESTONE, MAINE, April 27, 1958. 
CLIFFORD MCINTIRE, 


United States Representative, Washington, D.C. 


Dear Sir: I certainly want potato trading on the New York Mercantile Ex- 
change outlawed. 

Ninety percent of the farmers here in the county have voted against the ex- 
change. It seems the only thing was we didn’t have the right politicians plugging 
for the bill I guess. 

My reasons are it takes all speculation out of our potato market. Buyers are 
seared to death to buy potatoes for fear manipulation will make the bottom fall 
out of the market. This winter’s market is all the proof it seems you would 
need. 

Some buyers haven’t dared load potatoes for 3 weeks. 

It’s the next thing to impossible to sell potatoes before 10 a. m., and if the 
exchange drops, it is impossible to sell. 

Some, and those are very few, will say that it’s good business to trade on the 





exchange. : 
I will say it’s good business to gamble in Las Vegas if you pick the right color or 
number. i i , 
Let’s do everything to outlaw potato trading on the New York Mercantile 
Exchange. 


RAYMOND GERVAIS. 


CarrBou, MAINE, April 28, 1958. 
Congressman CLIFFORD G. McINTIRE, 
: House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN McINTIRE: I respectfully request you to do your utmost to 
clean house in the potato industry. I refer to abolishing the New York Mer- 
cantile Exchange. ‘ : 

The exchange is a disgrace to our American way of life since a few wealthy 

| people are able to join together to make more money at the expense of the 
grower. 
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Brokers are becoming rich through trading. Each, in turn, claims he does 
nothing to harm the potato industry, but is quick to point at other brokers in 
the exchange who use methods not helpful to a falling market. 

Doctors, lawyers, dentists, anyone and everyone on the street is allowed to 
buy or sell potatoes on the exchange as long as they have the the deposit re- 
quired, maintain margins, and pay the necessary brokerage. These people know 
nothing about the market and care less. They have no intention of taking a 
single delivery. They are strictly gambling in hopes of making a profit even 
at the expense of those who are trying to make a living such as the hard-work- 
ing farmer. 

Abnormal fluctuations, excessive track holdings, both at Harlem River. Cedar 
Hill, and other diversion points, for long periods of time, demoralize the market. 
Holding cars in cold-storage warehouses becomes a constant threat and worry as 
to when these holdings will be thrown upon the exchange and tendered and re- 
tendered. 

A regular and normal trading in potatoes through ordinary channels has 
ceased and reacts only according to the opening and closing of the mercantile and 
according to such prices as are quoted upon the exchange. 

As a person born and brought up on a Maine farm and who has worked closely 
with the potato industry for the past 30 years, I feel that there is no longer a 
future in the potato industry unless the New York Mercantile Exchange is 
abolished. 

Yours truly, 
Miss PAULINE RICHARDSON. 


LIMESTONE, MAINE, April 28, 1958. 
United States Representative CLirrorp MCINTIRE, 
Washington, D.C. 

Deak Sin: My wife and I want to go on record as opposing the mer- 
cantile. We have several reasons. Supply and demand no longer have 
any effect on the market. The buyers wait until the quotations are out 
before they dare quote a street price. 

This spring farmers who had a few potatoes were supposed to have had a 
chance of selling them but not so. The only buyers we have in Limestone is the 
A. & P. The others haven’t bought from the street for 4 weeks. 

The mercantile must be supplying the markets from cold storage. 

Yours truly, 
J. M. Noyes. 


R. E. WILLsSON Co., 
San Antonio, Tezx., April 28, 1958. 
HousE AGRICULTURE COMMITTEE, 
Washington, D.C. 

GENTLEMEN : We would like to add our name to those in the fruit and vegetable 
industry who are definitely opposed to futures trading in potatoes. We under- 
stand that H. R. 10282 proposes to eliminate futures trading in potatoes. We 
would appreciate your consideration of this bill. We earn our living selling 
potatoes. Futures trading allows gamblers to interfere with the normal price 
structure as dictated by the evrrent law of supply and demand. If the gamblers 
were not allowed to trade in futures the market would remain more or less 
stable at all times. 


Tae WILLSON Davis 


R. C. Boretter Potato Co., 
East Grand Forks, Minn., April 26, 1958. 
In re futures trading bill H. R. 10282. 
Hon. Harotp D. CooLey, 
Chairman, House Agricultural Committee, 
House Office Building, Washington, D.C. 

Dear Sie: In our business of buying and selling carload lots of potatoes, we 
have found that the futures trading on the Mercantile exchange, has a definite 
effect on the so-called spot market, that is, the daily market. 

Regardless of whether or not the carload shipments and track holdings in 
terminal markets may be light on a certain day, the potential customers in- 
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variably scan the futures board before purchasing. If the futures market is 
lower, then they refuse to pay the true market value for spot shipments. 

Then again, if a receiver needs a car of potatoes to arrive in his market near 
the end of the month, and the spot market is strong and active, he is aware of 
the futures purchase for the following month, and he will not pay any more for 
immediate shipment than the price at which the futures were booked. He knows 
that some of the trade will take delivery of these futures at the reduced prices, 
and this will automatically prevent the market from advancing. On the other 
hand, if the futures market is much higher than the spot market, then he is 
afraid there will be a splurge of selling and profit taking on the board, and this 
would cause the futures market to drop. 

In our opinion, trading in futures on perishable commodities such as potatoes 
and onions, should never be permitted as it definitely hampers normal trading. 
Supply and demand should govern the daily prices and not some ficticious prices 
shown on the futures board. We cannot stress too strongly the necessity of 
prohibiting trading of potatoes futures on the board, which will help put the 
potato industry back on a healthy footing. Your favorable consideration of our 
letter, we are sure, will be greatly appreciated by most growers and dealers. 

Sincerely yours, 
R. C. Boe vrer. 


BatAaviA, N, Y., April 27, 1958. 
House AGRICULTURE COMMITTER, 
Washington, D.C.: 

Futures trading bill H. R. 10282, the United Potatoes Growers Co-op. of War- 
saw, N. Y., opposes the futures trading in potatoes. Recommend cease-desist 
order. 

Ross Srarrorp, President. 





Fort KENT, MAINE, April 28, 1958. 
Congressman CLIFFORD McINTIRE, 
Old House Office Building, Washington, D. C.: 
I am a young farmer and plant 125 acres of potatoes. To be successful the 
Mercantile should be out of the State. 
BERNARD PELLETIER. 


DELAWARE, OHIO, April 28, 1958. 
House AGRICULTURAL COMMITTEE, 
Washington, D.C.: 

Why should we who make a living by hard work allow a few to use our industry 
as a basis for gambling? Futures trading bill H. R. 10282 should be done away 
with. 

Drnovo Bros., Inc. 





BERKSHIRE, N. Y., April 28, 1958. 
House AGRICULTURE COMMITTEE, 
House Office Building, Washington, D. C.: 
Unable to attend today’s hearing on potatoes futiffes trading. Strongly oppose 
the exchange. Its recent effect on cash market has proved it harmful to growers. 
Lewis M. HARDISON, 
Clark Seed Farms, Richford, N. Y. 


New York, N. Y. 


House AGRICULTURE COMMITTEE, 
Washington, D.C.: 
Reference futures trading bill H. R. 10282. For good of the farmer, potato 
dealer and consumer, do away with futures trading. 
IpAHO POTATO PACKERS CorP. 
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Rock IsLanp, ILL. 
House AGRICULTURAL COMMITTEE, 
Washington, D. C.: 

In re your bill H. R. 10282, we find it ironical for those of us making our living 
by hard work for a few to use our industry as a basis for gambling. This situa- 
tion should be corrected if our industry is to flourish. 

STANLEY Fruit Co. 


BIRMINGHAM, ALA., April 28, 1958. 
HOUSE AGRICULTURE COMMITTEE, 
Washington, D.C.: 
As a dealer in agriculture products we are opposed to future trading in pota- 
toes as well as onions. 
EXCHANGE DISTRIBUTING Co. 


PEORIA, ILL., April 28, 1958. 
H1lousE AGRICULTURE COMMITTEE, 
Washington, D. C.: 
Reference futures trading bill H. R. 10282. We oppose the future trading in 
potatoes and onions. 
THE LEU PRODUCE. 


Fort Kent, MAINE, April 28, 1958. 
Congressman CLIFFORD MCINTIRE, 
House Office Building, Washington, D. C.: 
Discontinue trading of Maine potatoes on New York Mercantile Exchange. 
I plant 75 acres of potatoes. 
VALIER THIBEAU. 


Fort KENT, MAINE, April 28, 1958. 
Congressman CLIFFORD MCINTIRE, 
House Office Building, Washington, D.C.: 
Discontinue trading of Maine potatoes on New York Mercantile Exchange. 
I plant 60 acres of potatoes. 
EDWARD DESJARDINS. 


MALDEN, MAss., April 28, 1958. 
Hon. CLIFFORD MCINTIRE, 
House of Representatives, Washington, D. C.: 
Kindly register my protest against potato exchange. 
D. B. DINAN Potato Co. 


New York, N. Y., April 28, 1958. 
House AGRICULTURE COM MITTEE, 
Washington, D.C.: 

With reference to futures bill H. R. 10282 respectfully request that you legis- 
late to ban trading of potatoes and onions on the mercantile exchange as it has 
been used by speculating interests with damaging effects on the regular pro- 
ducers and handlers of these commodities. It is our unbiased opinion that the 
produce industry would greatly benefit by the abolition of handling these com- 
modities on the mercantile exchange. We trust you will concur. 

E. J. GEIGER & Co. 


MontTGoMERY, ALA., April 28, 1958. 
Hon. Harortp D. Coo.ey, 
Chairman, House Agriculture Committee, 
Washington, D.C.: 
Reference H. R. 10282, to prohibit trading futures potatoes on mercantile 
exchange, please try pass this bill as futures trading is costing farmers and 
dealers millions each year and serves no good purpose whatsoever. Thanks 


and regards. 
CoLe O. BRown. 
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La JARA, CoLo., April 28, 1958. 
Hon, Grorge GRANT, : 


Chairman, House Agriculture Subcommittee on Marketing, 
House Office Building, Washington, D. C.: 
Urgently endorse H. R. 10282 banning future trading in potatoes. 
La JARA Propuce Co. 


WINSTON-SALEM, N. C., April 28, 1958. 
Hon. Ciirrorp McINTIRE, 


House of Representatives, Washington, D. C.: 
Strongly endorse your H. R. 10282. 


A. G. SHORE. 


WATER Mi11, N. Y., April 28, 1958. 
Congressman GEORGE M. GRANT, 


Chairman, Domestic Marketing Subcommittee, 
House Agricultural Committee, Washington, D. C.: 

Members of our organization are in favor of bill H. R. 10282 which would pro- 
hibit future tradings on potatoes on the mercantile exchange which we feel 
has been a great detriment to the potatoe growers in this country. We feel that 
the law of supply and demand should determine price of potatoes and not a so- 
called gambling board. 


LADIES’ AUXILIARY OF THE LONG ISLAND FARMERS’ INSTITUTE, 
Mrs. Leo BorKoskI, President. 


Fort KENT, MAINE, April 28, 1958. 
Congressman CLIFFrorD G. McINTIRE, 


Old House Office Building, Washington, D. C.: 

Want to see the sale of Maine potatoes on New York Mercantile Exchange 
discontinued. Its hourly fluctuation makes the purchase and sale of potatoes im- 
possible and hurts in the selling of our product. It’s also being manipulated by 
big interests to the detriment of the industry. 


EpGAR BABIN. 


SPRINGFIELD, Out0, April 28, 1958. 
HovuseE AGRICULTURE COMMITTEE, 


Washington, D.C.: 

Reference H. R. 10282. Earnestly ask that futures trading on potatoes be 
abolished. The potato market has been in constant state of confusion with rapid 
advances and declines. Vast sums of money have been lost by legitimate potato 
dealers strictly to futures trading. 

W. R. Hackett. 


Bay Crry, Micn., April 28, 1958. 
Congressman Grorce M. Grant, of Alabama, 
Chairman, Domestic Marketing Committee, Washington, D. C.: 
Pertaining hearing on H. R. 10282, Munger, Mich., Potato Growers Association 
oppose trading on futures. 


Sam GAST, 
Secretary, Munger Potato Growers Association. 





NorFroLk, Va., May 27, 1958. 
CHAIRMAN, DOMESTIC MARKETING COMMITTEE, 


House Committee of Agriculture, Washington, D.C.: 


I favor support of H. R. 10282, proposed legislation to prohibit futures trading 
in potatoes on commodity exchanges. This bill is in best interest of potato 
industry, including growers, dealers, retailers, and consumers. Exchange trad- 
ing has forced instabiilty on potato markets to the detriment of both consumers 
and growers and other innocent bystanders at various times. Potatoes delivered 
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on New York Mercantile Exchange have generally been found unsatisfactory 
in our experience due to excessive delays at Harlem River yards. Best trade 
refuses to handle board potatoes as they are generally of inferior quality 
despite inspection requirements as potatoes sprout or otherwise go out of grade 
after inspection but prior to final delivery to trade channels. Cold storage 
feature of NYME contract is inequitable and unsatisfactory to trade. I cannot 
see any constructive reason for permitting this speculators’ gambling house to 
continue in operation as ample distribution facilities exist without inviting 
general public to trade in this perishable commodity. Believe for all practicable 
purposes NYME could be replaced with king-size roulette wheel and potato 
industry would fare better. 
ELIAS ETHERIDGE, Jr., 
Elias Etheridge & Son, Potato Dealers. 


NEWARK, N. J., April 28, 1958. 
SUBCOMMITTEE OF DOMESTIC MARKETING, 
House Agricultural Comimttee, Washington, D.C.: 

We are against trading of potatoes and onions on the future commodities 
exchange. We handle about 200 cars a year and have been in a turmoil since 
this sort of trading began. These commodities are traded by specualtors, bulls, 
or bears who do not know what a potato or an onion look like. Consequently, 
we are in a squeeze for people like ourselves who handle these commodities. 
The normal way of trading is supply and demand, making it a healthier way of 
doing business. 

B. FINKEL & Son. 


PRESQUE ISLE, MAINE, April 28, 1958. 
Congressman CLirrord G. McINTIRE, 
Old House Office Building, Washington, D.C.: 

Growers throughout Aroostook are becoming more concerned and are asking 
us what can be done to prohibit trading of Maine potatoes on New York Mer- 
cantile Exchange. Each year the effects of board trading which causes such 
violent fluctuations make it practically impossible for our industry to merchan- 
dise our crop with any degree of intelligence. 

We feel sure that jobbers, wholesalers, and chainstore buyers all over the 
country share our firm opinion that this trading is harmful to our industry and 
our growers. Please do everything in your power to have it abolished. 

KENNETH L. BALLARD, 
President, Northern Farms, Ine. 


Kansas City, Mo., April 28, 1958. 
CHAIRMAN, HOUSE AGRICULTURE COMMITTEE, 
Washington, D. C.: 

Wish to file protest strongly against continuation of Maine futures potato 
trading. Manipulations by speculators past 30 days caused losses to shippers, 
distributors, and jobbers of potatoes throughout entire country running into 
millions of dollars. If potato board is to continue, rules should be that buyers 
must take physical delivery and sellers must make physical delivery of the car 
of potatoes, otherwise board should be abolished. 

L. S. TAUBE Co. 


GRAND ForKs, N. Dak., April 28, 1958. 
Representative Orro KRUEGER, 
House Agriculture Committee, 
House Office Building, Washington, D. C.: 

As sizable growers of North Dakota Red River Valley potatoes, we violently 
oppose futures trading and urge your support to eliminate such trading as in- 
tended in H. R. 10282. Apparent vicious manipulation in recent weeks has 
warped entire cash market, caused disruption in general marketing procedure, 
and terrific cash losses to growers, dealers, shippers, and handlers alike. Gen- 
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eral confidence shaken and difficult to restore potato futures board services only 
to injure growers and handlers and doesn’t reflect the true market based on 
supply and demand. 
WitiiaM A. BorcHarpt, 
General Manager, Ragatz & Borchardt Co. 


SouTHAMPTON, N. Y., April 28, 1958. 
Hon. Congressman GrorGeE M. GRANT, 
Chairman of the Domestic Marketing Subcommittee 
of the House Agricultural Committee, 
Washington, D. C.: 

The Long Island Farmers Institute goes on record as being in favor of bill 
H. R. 10282, Futures trading of potatoes should be abolished because (1) the 
fluctuation of futures market has detrimental effect on cash price of potatoes 
causing injury to producer, (2) records prove few producers use futures for 
hedging their crop, bulk of trading is speculative engaged in by persons neither 
producer nor consumer, (8) potatoes being highly perishable makes it an ideal 
instrument for manipulation, (4) many times speculators efforts are directed to 
drive the price down making commodity prices show up in a dismal light. 

FRANK STACHECKT, 
Secretary, Long Island Farmers Institute. 


WASHBURN, MAINE, April 29, 1958. 
Hon. CLirFrorp G. MCINTIRE, 
239 Old House Office Building, Washington, D.C.: 
At our meeting April 25, this association voted to go on record as opposed to 
trading Maine potatoes on mercantile exchange. Believe it detrimental to nat- 


ural healthy markets. 
WASHBURN POTATO ASSOCIATION, 
Tom Brewer, Secretary. 


MADAWASKA, MAINE, April 29, 1958. 


CLIFFORD G. MCINTIRE, 
United States Representative, Maine Third District, 
Washington, D.C.: 


Potato tradings on the New York Mercantile should be banned. 
A. J. HERBERT. 


WATERMILL, N. Y., April 29, 1958. 
Congressman GEORGE M. GRANT, 
Chairman, Domestic Marketing Subcommittee, House Agricultural Com- 
mittee, Washington, D. C.: 

There is an overwhelming desire by the potato producers of our Nation to 
abolish potato future trading. Hope this committee will not be swayed by high 
financed minority group. 

LEO BorRKOSKI. 
MUNCIE, INbD., April 30, 1958. 
House AGRICULTURE COMMITTEE, 
Washington, D.C.: 


We are against stock market future trading of potatoes. ' 
Sam Puau & Son. 


Boston, MAss., April 29, 1958. 
Representative GeorGE M. GRANT, 
Agriculture Committee, 
New House Office Building, Washington, D.C.: 
We have been large distributors of Maine potatoes for the past 20 years and 
we believe that this mercantile exchange is a detriment to Maine potato growers. 
There has been a tremendous amount of speculation, with abnormal fluctuations, 
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all during past season due to fact that wirehouses promote such an operation. 
Many Maine growers and others have been badly hurt in our opinion, judging by 
Government figures potatoes would have gone into consumption this year at fair 
prices with an excellent distribution and cleanup. We recommend discontinuing 
such detrimental practices. 
M. F. O'CONNELL. 
FarGo Potato Co. 


Mars Hitt, MAINE, April 29, 1958. 
Congressman CLIFFORD MCINTIRE, 


House of Representatives, Washington, D. C.: 


We are in full support of your bill to ban futures trading on the New York 
Mercantile Exchange. Rapid fluctuations create false situations making actual 
trading of potatoes on the cash market very difficult. Potato salesmen in Maine 
look like fools to broker and dealers in terminal markets because we are forced 
to be governed from one hour to the next by exchange prices which may fluctuate 
as much as 60 cents per hundredweight on future months and as much as $1 per 
hundredweight on current month trading in any given day. 


SMITH & WEEKS, INc. 


MANCHESTER, CONN., April 29, 1958. 
Congressman CLIFFORD MCINTIRE, 
House of Representatives, Washington, D.C.: 
I support your bill doing away with potato future trading. 


SHERWOOD WALDRON, 
Buyer for A. G. Shore Co., South Windsor, Conn. 


BaTtH, N. Y., May 1, 1958. 
GEORGE M. GRANT, 


Chairman, Domestic Marketing Subcommittee, House Agricultural Com- 
mittee, Washington, D.C.: 
Want future trading in potatoes abolished. Unfair competition through 
manipulation. 
HERBERT THOMPSON, 
President of the Steuben Area Potato Growers 
Co-op., Representing 5,000 Acres. 


NEW York, N. Y., April 30, 1958. 
Howse AGRICULTURAL COM MITTEE, 
Washington, D.C.: 

With reference to foods bill H. R. 10282 we heartily recommend that you legis- 
late to ban the trading of potatoes and onions on the merchantile exchange as 
it has been used by speculating interests with damaging effects to the legitimate 
distributor and the ultimate consuming public. We are one of the largest sur- 
veyors of fresh produce in this city catering to the consuming public and the 
mercantile exchange on these products has encouraged unwarranted speculating 
interests who have a damaging effect on the legitimate merchants. 

WATERMAN-LEDER CORP. 


CuHIcaGo, ILuL., May 1, 1958. 
Congressman HAroLp J. CooLey, 
Chairman, House Agriculture Committee, 
House Office Building, Washington, D. C.: 

As potato growers, processors and national carload potato dealers we asked your 
help to curb the ruthless future trading in potatoes. Everything indicates a group 
of gamblers are using a staple food commodity as a means to gamble, hurting 
every grower in this country, forcing markets down from $6 to almost $2 in a 
few weeks. Unless this ruthless trading is stopped it might bankrupt thousands 
of growers thereby creating a drastic shortage of a very important food in the 
not too distant future. 

EDWARD H, ANDERSON CoO., 
3y Epwarp H. ANDERSON, 
Member, National Potato Advisory Research Committee. 
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[From the Packer, April 26, 1958] 
PoraTto MEN PROTEST ON MARKET SITUATION 


PRESQUE ISLE, Marne, April 25.—Potato growers of Maine in a group meeting 
here yesterday pledged themselves to assume all cold storage potatoes now held 
in exchange-approved warehouses in the New York City area for delivery on the 
May contract of the New York Mercantile Exchange. Indications at the meet- 
ing were that the necessary financial support could be secured within 24 hours. 
More than half of the required amount of money was subscribed within 15 minutes 
at the meeting. 

In a statement, E. Perrin Edmunds, president of the Maine Potato Council, 
who presided at the meeting said: “Anticipation of delivery of the cold storage 
potatoes generally destroyed confidence in the price levels on the New York 
Mercantile Exchange. The potato industry still recalls what happened under 
similar circumstances with respect to onions on the Chicago Mercantile Exchange 
several years ago. In order that the trade might regain their confidence in the 
potato deal, growers have taken this unprecedented step. Support for this 
movement by the growers has been received from States as far away as Cali- 
fornia, Idaho, and from many terminal markets. 


“NOT JUSTIFIED 


“Statistically, the supply and demand situation does not justify the precipitous 
decline recently experienced in the potato market. A. E. Mercker, executive di- 
rector of the National Potato Council, estimates that approximately 65 million 
hundredweight of potatoes will be available from storage, winter, early spring, 
and late spring producing areas from April through July. This compares most 
favorably with the 64 million hundredweight actually available in 1955-56, 
when prices were stable at much higher levels. 

“In addition, Mr. Mercker estimates that for the 5-week period ending May 
17, maximum available shipments can total only 31,000 carload equivalents as 
oposed to thpe 37,500 carloads of potatoes which the market can readily absorb 
at favorable prices for the same 5-week period at this same time of year. 


“REAL VALUE 


“Apparently recent action on the New York Mercantile Exchange for the 
moment countermanded the laws of supply and demand due to the completely 
unusual precedent established by the threat of these warehouse deliveries. These 
warehouse potatoes will be assumed by the industry, reconditioned, marketed 
in an orderly manner and placed in strong hands. These potatoes have a very real 
value and will undoubtedly meet with excellent trade acceptance. 

“The figures presented above translate into a crop report on a 12-month basis 
of approximately 315 million bushels. However, over 50 percent of the seed 
required annually for planting purposes must come out of supplies available over 
this period of one-third of a year. The trade in terminal markets and producing 
areas is generally agreed that the pipeline of potatoes is nearing completion an«l 
that market stability is the only requirement to encourage large-scale new buy- 
ing. It is believed that this move, which effectively removes this rather unique 
threat to price levels on the exchange, will successfully straighten out the Na- 
tion’s markets.” 


[The Packer, April 26, 1958] 
Apri, 29-30—HEARINGS ON BILL TO BAN Porato FUTURES 
By John C. Cipperly 


Wasuinoaton, D. C., April 25.—The House Agriculture Subcommittee On 
Marketing under the chairmanship of George Grant ( Democrat of Alabama ) has 
announced that it will hold hearings on Republican Maine Congressman ¢ liff 
MclIntire’s bill to ban futures market trading on potatoes. 

The hearings will be held here April 29-30. The first day will be devoted to ad- 
voeates of the McIntire bill, H. R. 10282, and the opposition will be heard on 
Mee tadahide effort to put into effect the wishes of a large majority of his 
Aroostook County, Maine, potato-producing constituents was at first stymied 
when he attempted to offer his proposal as an amendment to the onion-potato 
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futures trading ban when it came up on the House floor. It is known that at 
that time the onion interests attempted to dissuade Mr. McIntire from making 
this effort. Prior to that time, responsible potato producer representatives from 
Idaho told the Packer that they would prefer to see the onion bill pass without any 
mention of potatoes, wherein the onion bill would be a guinea pig and, after a 
testing period, it might then be desirable to extend the ban to potatoes. 

This left Mr. McIntire with the only recourse which was the introduction of 
his own bill for potatoes. 

WHEEL HAS TURNED 


The wheel of fortune has distinctly turned for Mr. McIntire. Recently, the 
futures market for potatoes has been acting violently, first on the upside and, 
after developing an overextended long position, it is said that inadequately 
margined accounts were unable to put up additional funds when the market 
started to break, with the result that the declines have pulled down all the out- 
standing contracts on the exchange from their earlier highs. 

Now it would appear that, through present congressional interest in the 
McIntire bill banning potato futures trading, the onion bill may get favorable 
attention from the Senate Agriculture Committee where, it had been suspected, 
it would be bottled up without action thereby killing the onion bill with this 
session of the 85th Congress. 


[From the Packer, April 26, 1958] 
IDAHO 


Boise, IpAHO, April 25.—The sagging potato market of the past 2 weeks has 
provoked strong verbal attacks against futures trading by many growers and 
shippers in Idaho, led by Commissioner of Agriculture Robert Reichert. 

The commissioner said, “We have seen the price of potatoes drop almost $2.50 
a hundredweight in less than 2 weeks. We would like to inform every grower, 
shipper, broker, jobber, retailer and consumer in the country that it is not the 
natural law of supply and demand, which governs the price of potatoes today. 
USDA figures show daily shipments have been 100 to 150 cars less than normally 
required.” 

Mr. Reichert also cited these factors in relation to the present market: 

(1) Total United States shipments the last 30 days have been light. Through 
Monday, this week, they were only 615 cars a day. Shipments the last 3 or 4 
days are even less, probably between 550 and 560 cars average. Idaho has also 
been light with a 30-day average till Monday around 190 cars a day, and this 


week’s shipments only averaging about 135 cars a day, for the first 3 days. 


SOME AREAS CUT 


(2) Well-informed sources say rain and freezing weather has curtailed pro- 
duction in Florida and Alabama, and California has also had its share of wet 
weather ; that even though these sections are now experiencing better conditions, 
the damage has already been done. 

(3) Wet weather has also delayed planting in the Carolinas so they will be 
later than normal. 

(4) The last USDA “stocks on hand” report of March 1, 1958, showed 1,300,000 
hundredweight less on hand than in 1956, a comparable year. 

(5) Idaho, the Red River Valley, Colo. and the Northwest are down to only a 
few thousand cars, and for all intents and purposes will finish about the 15th 
or 20th of May. 

“IN TAILSPIN 


“Despite these favorable influencing factors,” said Commissioner Reichert, “the 
market isin a tailspin with price not governed by supply and demand, but dictated 
by a few men. 

“We've talked to various brokers, jobbers, and receivers throughout the 
country, and find they want to handle potatoes. 

“Most of the trade, buying on a rising market, have been caught by the up 
and down fluctuations of the market during this spring deal too many times with 
high-priced potatoes on their hands. Their confidence has been shaken.” 
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KANSAS CITY 


Kansas Crry, April 25.—Growers in the late potato-producing States attribute 
the sharp dip in potato prices to the heavy holdings of potatoes that built up in 
the New York area recently. As of March 31 when potato prices, both cash 
market and on the New York Mercantile Exchange, were at high levels, track 
holdings were reported at about 2,000 for the country with 740 of these in New 
York City. In addition, 30,189,893 pounds of potatoes were reported being held 
in cold storage in the New York area as of Thursday, April 24. Track holdings 
have since declined to 1,232 for the country’s 16 leading cities, with 405 of these 
on track in New York as of April 24. 

Both f. 0. b. prices and board prices have slipped considerably since the start of 
the slide on April 7, with the cash market dropping from $4 to $3 per hundred- 
weight f. o. b. Maine, while on the exchange the April contract dropped from 
$5 to $3.27, and the May contract from $6 to $3.24. 

Potato growers regard the slump as unwarranted, saying that there has been 
no recent change in the supply and demand situation in the country which would 
normally produce such a violent reaction, and blamed the buildup of supplies in 
the New York area for the price break. Some exchange operators, on the other 
hand, state that the higher prices earlier were not justified by the supply situation 
and point out that board prices have been higher than the cash market consist- 
ently this season, offering excellent opportunity for hedging. 


EXCHANGE HEAD COMMENTS 


Llewellyn Watts, president of the New York Mercantile Exchange, had this to 
say when interviewed in New York yesterday. 

“The New York Mercantile Exchange, as any contract market, board of trade, 
or commodity exchange, is the place where those who desire to buy potatoes or 
to sell them for spot or future delivery do just that. The exchange is under the 
constant supervision of the CEA, whose representatives are present at every 
trading session. This means that our rules governing sales, purchases and de- 
liveries are approved by the CEA and that they are sound, reasonable and in- 
telligent. The transactions made here represent the opinions, translated into 
actual performance of every element of the industry—growers, shippers, proc- 
essors, distributors, retailers and financial institutions. The prices indicated by 
purchases and sales on the exchange are therefore the consensus of the entire 
potato industry. I can think of no more democratic or equitable method of arriv- 
ing at true value than this. 

“There seems to have been some misunderstanding about warehouse delivery 
on futures contracts. Provisions for such delivery of potatoes has been part of 
every option since the beginning of trading. It is there to avoid rail embargoes 
due to overcrowded yards and consequently it adds stability to the market. 
Storage-in-transit privileges are protected, as granted by the railroads, and such 
delivery might well be considered very desirable by both the tenderer and ac- 
ceptor. In other words, the avoidance of glut in a local market is thus accom- 
plished—these potatoes are in transit.” 
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[From the Commodity Year Book, 1957] 
POTATOES 


(Five Federal marketing orders in 1956 in following areas: ) 

Oregon, except Malheur County, and the counties of Modoc and Siskiyou in 
northern California. Based on the distribution and prospective size of the 1956 
crop, about 38 percent of the total potato crop and 56 percent of combined late 
summer and fall production were covered by the Federal marketing agreements 
and companion marketing orders. Federal agreements and orders were au- 
thorized in several other areas but were not operative. In addition to Federal 
agreements and orders, there were in several areas State agreements and orders 
which restrict marketings of tablestock potatoes. 


LONG-TERM CONSUMPTION OUTLOOK 


Demand for and per capita consumption of potatoes declined sharply from the 
late 1920’s to the early 1950’s. With the introduction of new processing items, 
improvements in technology and stepped-up merchandising both of processed and 
fresh products, prospects appear good for maintaining consumption rates near 
1953-55 levels during the next 4 to 6 years. For the longer term, 15 to 25 years, 
however, indications are that per capita consumption will decline at least 
moderately. Higher consumer incomes with less emphasis on cheaper foods, in- 
creased competition from other foods, and the trend in consumption away from 
most starchy-type foods are expected to be important factors contributing to the 
decline. From the standpoint of producers, the outlook depends largely on 
whether they bring production in line with anticipated requirements. These 
total requirements are expected to be somewhat higher in 1960 than in the 
1953-55 period. But potatoes have been in oversupply in recent years and no in- 
crease in production from the 1953-55 level would be needed to meet this larger 
total demand. 

FUTURES MARKETS 


Although futures trading in potatoes began on the Chicago Mercantile Ex- 
change as early as January 1931, and on the New York Mercantile Exchange in 
December 1941, the increased trading on the New York market after World 
War II has been a development of major significance. Most of the Nation’s 
trading in potato futures now takes place on the New York Mercantile Exchange. 

From its beginning, trading in potato futures on the New York Mercantile 
Exchange has been concerned entirely with Maine-grown potatoes. Since the 
Maine crop is an important part of United States late potato production, the buy- 
ing and selling of Maine potatoes for future delivery, and the registration of 
prices on the New York futures market, are of economic significance to producers 
and consumers of potatoes grown in other producing areas as well as producers 
and consumers of Maine potatoes. 

While the Maine potato crop is marketed primarily in the late winter and 
spring months trading in futures begins prior to the marketing season, and prices 
are registered on the futures market the year-round. Thus, New York potato 
future transactions and prices are factors of importance, not only during the 
winter and spring marketing season, but also during the summer and fall when 
Maine potatoes are being grown and harvested. 
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Mr. Hacen. Our next listed witness is Mr. E. L. Newdick, Com- 
missioner of Agriculture, State of Maine. 
Will you identify yourself for the record, please ? 


STATEMENT OF E. L. NEWDICK, COMMISSIONER OF AGRICULTURE, 
STATE OF MAINE 


Mr. Newpick. My name is E. L. Newdick. I am Commissioner of 
Agriculture for the State of Maine. 

I have not prepared any brief. There are a few words I would like 
to leave with you. I have been close to potato production, farm pro- 
duction programs in Maine, for about 35 years. We have tried to 
have good, constructive programs and all the way through we have, 
leading up to market agreements. We have followed the best prac- 
tices to do a good job. 

We have heard a great deal, as you have, about technological farm- 
ing, but there has come into our picture a new type of farming now 
whic th I like to term “Mercantile farming,” which we cannot seem to 
see through. Hedging, yes, but the day-to-day traders have us utterly 
confused. It is just a mystery to our farm folks. 

After 4 difficult years, and what looks like a good marketing season, 
all at once we are stymied by this confusion ‘which has thrown the 
normal supply and demand situation out of line. We have $14 million 
of farm paper which we owe at the present time. It is a tremendous 
burden, and we need an opportunity to pay some of our debt. It seems 
to me, after talking with many of our farm people, that our regular 
channels of trade are sufficient, and any other side issue is unnecessary 
at this time. 

That is all I have to say. 

Mr. Hagen. Are there any questions from the Congressmen ? 

Mr. Anruso. Commissioner, how long have you been Commissioner 
of Agriculture ? 

Mr. Newpick. A yearago last January. 

Mr. Anruso. Is agriculture your business / 

Mr. Newpick. I have been in the department of agriculture 45 
years, and deputy for about 20 years out of that. 

Mr. Anruso. Do you know how long trading has been going on 
in potatoes ? 

Mr. Newpick. No, I do not. 

Mr. Anruso. Do you know when the New York Mercantile Ex- 
change was founded / 

Mr. Newpick. No, sir. 

Mr. Anrvuso. For your information, the New York Mercantile Ex- 
change was founded in 1872 

Do you know how long trading i in potatoes has been supervised by 
the Commodity Exchange Authority ? 

Mr. Newpick. No, sir. 

Mr. Anrvuso. For your information, again, futures trading in po- 
tatoes has been supervised by the ( ‘ommodity Exchange Authority 
since 1946, almost 12 years. 

Do you know, Commissioner, that since the Commodity Exchange 
Authority has supervised the activities of trading in potatoes there 
has never been a complaint against the ¢ ‘ommodity Exchange? 

Mr. Newotcx. I do not know that; no, sir. 
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Mr. Anrvuso. For your information there has not been. 

Do you know, Commissioner, that the Department of Agriculture, 
which has made a very serious study of this question, has recommended 
the disapproval of this bill? Do you know that ? 

Mr. Newpick. Yes, sir. 

Mr. Anruso. You know that ? 

Mr. Newpick. Yes, sir. 

Mr. Anruso. Do you know that there is a representative of the Com- 
modity Exchange Authority on the floor of the exchange every single 
day of the week? Do you know that ? 

Mr. Newpick. No. 

Mr. Anruso. And do you know that the Commodity Exchange Au- 
thority constantly supervises the activities of the exchange ‘ 

Mr. Newpick. I would assume that, I do not know. 

Mr. Anrvuso. You would assume that. Do you know anything about 
trading at all? 

Mr. Newpick. No,sir. 

Mr. Anrvuso. Well then, it is unfair for me to ask you anything about 
trading because you are not familiar, Commissioner. 

Mr. Newpick. That is right. 

Mr. Anrvuso. You said you have been in the department of agricul- 
ture for your State some 40 years; is that correct ? 

Mr. Newpick. Yes, sir. 

Mr. Anruso. Did you ever hear of Mr. Charles H. Merchant of the 
University of Maine? 

Mr. Newpick. Yes, sir. 

Mr. Anruso. Would you consider him authority on exchanges? 

Mr. Newpick. He isa fine economist. 

Mr. Anruso. He isa fine economist ¢ 

Mr. Newpick. At our university ; yes. 

Mr. Anrvuso. Do you know that Professor Merchant, of the Univer- 
sity of Maine, together with many assistants, made a complete inves- 
tigation of the potato industry in Maine in 1957? 

Mr. Newpick. I knew that some work was done in 1955. The 1957 
work I do not think—I did not know that it had been written up. 

Mr. Anrvuso. I think you may be correct. I think the investigation, 
the study, was made in 1955, but the report I have was issued in Novem- 
ber of 1957. 

Mr. Newpick. I think he has another paper in process now. 

Mr. Anrvuso. And do you know at that time, during that study of 
1955, that every 20th farmer in Aroostook County, which is the main 
county producing potatoes, was interviewed ? 

Mr. Newnick. I know there were a large number of interviews, but 
I never knew the exact number. 

Mr. Anruso. You knew of his investigation and study; didn’t you? 

Mr. Newpick. That is right. 

Mr. Anrvuso. Would you say his investigation and study was a fair 
one ? 

Mr. Newpick. As far as I know; yes. 

Mr. Anruso. Would you agree with this statement which he made 
as a conclusion, that after interviewing all of these farmers there 
was a predominance of growers who were of the opinion that the 
exchange did not influence the distribution of potato sales during 
the 1954-55 season? Did you know of that conclusion ? 
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Mr. Newoick. I probably read it at that time, but I had forgotten it. 

Mr. Anruso. Thank you, sir. 

I might quote another part from this report: Nearly 80 percent of 
the growers stated that they did not feel that trading on the mercantile 
exchange had influenced the movement of potatoes to market. Again 
there was little difference in the opinions of the users and nonusers 
of the exchange. 

You probably read that statement, too ? 

Mr. Newopick. I think that as I recall that report, that was about 
155 calls. I am not too sure. Our farm people are on the farm, 
where that was definitely made, our folks who, I do not think, have 
quite the opportunity to study the exchange as much as our dealers, 
perhaps, or our brokers or folks in town. 

Mr. Anrvuso. Well, you understand, Commissioner, that in making 
this study, the professor took into consideration farmers who had less 
than 20 acres, he took into consideration farmers with 20 and 39 
acres, he took into consideration farmers with 40 and 59 acres, and 
he took into consideration farmers with 60 to 79 acres, and then he 
took into consideration farmers with 80 and over acres. So over all, 
he took into consideration all of the potato growers of the State of 
Maine, including the small and large. You know he did that? 

Mr. Newpick. Yes. 

Mr. Teacur. Would the gentleman yield just one second ? 

Mr. Anruso. Yes. 

Mr. Teague. To keep the record straight, what you meant was a 
sampling of all types of farms? 

Mr. Anruso. A sampling and, to repeat what I said earlier, 1 out 
of 20 farms were taken, so that it was a very good sampling. And 
I am glad to hear the Commissioner say that it was a fair report and 
a fair study. 

Would you agree with this other conclusion of Professor Merchant : 

However, it should be stated that the supply and demand of potatoes deter- 
mined largely the cash price of potatoes at any given time. Likewise, the prices 
of future contracts are determined by anticipated supply and demand of those 
who trade on the New York Mercantile Exchange inasmuch as the same basic 
factors influence both cash and futures prices of potatoes, each have an 
influence on the other. 

Would you say that is a fair conclusion ? 

Mr. Newpick. It would seem to me that since that survey was made 
that perhaps there has been increased activity, which might possibly 
change his picture. I do not know. 

Mr. Anrvuso. Well now, Commissioner, you do not know that? 

Mr. Newnick. No. 

Mr. Anrvso. All right. This report was issued in November of 
1957, only a few months ago, and don’t you think that if there had 
been any change which came to the attention of Professor Merchant, 
he would have incorporated it in his report ? 

Mr. Newpick. I might say this, that he told me Sunday— 

Mr. Anruso. You spoke to him this last Sunday ? 

Mr. Newpicx. Yes. He told me Sunday that he had some later 
work in the process of being put together and, what I gathered from 
him, I think you will have quite a good deal more material, in your 
way of thinking, than I will have. 

Mr. Anruso. Well, I want to tell you, Commissioner, if Professor 
Merchant has any other material, we will certainly be glad to have it. 
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What I am trying to get at is the facts. I have, by my record, sup- 
ported farmers in this country, but I do not intend that some small 
segment of farmers, and I do not by any stretch of the imagination 
say that the majority of the farmers who are growing potatoes are in 
favor of this legislation, because our opinion, and the t testimony which 
we will introduce, is to the contrary. However, I do say that I will 
not permit any small segment of the aad industry to close down 
an institution which was founded in 1872. I do not propose that 
they shall close down work in cities. That would be unfair, in my 
estimation, unless they can make out a very, very good case. And so 
far, as I said, they have not made out a case, by an impartial study 
made by Professor Merchant, reported in Nov ember 1957. And up to 
this very moment the Commodity Exchange Authority, which has the 
full authority to investigate and has investigated, and has kept daily 
touch with the market, has, by its report, “opposed this legislation. 
I want you to know that. 

Now, Commissioner, you made the statement, and I hope I under- 
stood you correctly, that you do not oppose hedging. Did I under- 
stand you correctly ? 

Mr. Newpick. That is right. 

Could I make a statement ? 

Mr. Anruso. By all means. 

Mr. Neworcx. I am not on record as being opposed to all the things 
that transpire on the mercantile. No; Iam not. 

Mr. Anrvso. I see. 

Mr. Newpick. I like the good things about it. 

Mr. Anrvuso. That is the thing. 

Mr. Newvicx. But I do think the day-to-day trading is the thing 
that has an influence on me and my farm people, and we just cannot 
see through it. It is kind of a mystery to us. 

Probably if we put a little more time in it, we might understand 
it better. 

Mr. Anrvuso. I understand. Now, Commissioner, there is no mystery 
in trading of any kind, and I am sure that it will ‘all come out in the 
wash. That i is what we want right here. Trading in futures is what 
permits this kind of hedging, isn’t it? 

You could not hedge unless you had trading, could you ? 

Mr. Newpick. That is right. 

Mr. Anruso. Now the farmer in Maine knows almost before plant- 
ing what price he can get the following year—isn’t that a fact ?— 
because of the market ? 

Mr. Newpicx. On the board. 

Mr. Anruso. On the board; is that correct ? 

Mr. Newpick. That is right. 

Mr. Anruson. For example, I believe that in Maine you plant in 
the late spring, around May; is that correct ? 

Mr. Newpick. May 10 we start. 

Mr. Anruso. May 10, and when you planted in May of 1957, you 
knew what price you could get then on the market in 1958, did you not ? 

Mr. Newpicx. That is right. 

Mr. AnFuso. And as a matter of fact, the price was then listed, and 
some of the farmers sold even before planting, didn’t they ? 

Mr. Newpick. I believe that; yes. 

Mr. Anruso. And some sold right after planting? 
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Mr. Newpicr. Yes. 

Mr. AnFuso. And those who sold knew what price they would get 
and could have hedged and could have made, couldn’t they ¢ 

Mr. Newpicx. I agree to the place for hedging on the board; yes. 
T agree to that. 

Mr. Anruso. That is right. Now isn’t it a fact that the large pro- 
ducers of potatoes in Maine take advantage of the hedging facilities 
of the market ? 

Mr. Newpick. I assume they do; yes. 

Mr. Anrvuso. Now isn’t it also a fact that the small potato growers, 
with 20 acres or less, are protected in that they know whether, through 
a broker or someone else, what the price will be at the time of planting 
the year after ¢ 

Mr. Newpicx. They know what the board price is; yes. 

Mr. Anruso. Is that right? 

So that that information does get to all the farmers of Maine, isn’t 
that right, one way or the other ? 

Mr. Newpicx. There was once a time we used to ask, “What is the 
street price of potatoes?” Now we ask, “What does the board say ?” 

Mr. Anruso. Right. 

Mr. Newpick. The picture is entirely different. 

Mr. Anruso. And once was the time, Commissioner, when farmers 
were at the mercy of speculators, weren’t they, when speculators would 
buy large quantities and give the farmer a handout for them? Once 
was that time, wasn’t it / 

Mr. Newpick. I assume you are referring back to the old contract 
days when the farmer did not have a nickel to get going with, and he 
had to make a weak, poor contract to get started. 

Mr. Anrvso. That is correct, isn’t it ? 

Mr. Newpick. Those were sad times; yes. 

Mr. Anruso. Yes. Now this sort of thing is prevented by this 
hedging market because the farmer knows when he plants what he is 
going to get the following year, and if he wants to sell he can even sell 
before planting and be protected, can’t he? 

Mr. Newpick. Yes, sir. 

Mr. Anruso. Isn’t it a fact that all that the market does is to reflect 
supply and demand ? 

Mr. Newpick. I do not feel capable of answering that. 

Mr. Anruso. You would rather not. It isall right. 

But you would say yes to this question, that the market certainly 
helps the consumer because he knows what the price will be at a cer- 
tain time ¢ 

Mr. Newpicx. I think, Mr. Anfuso we are speaking quite close to 
the good hedge—I think that is what we are talking about. 

Mr. Anruso. Yes; that is what I am talking about. 

Mr. Newpick. I am sure of that. I do not think I have any quarrel 
with that at all. This day to day trading is the thing, I think, that 
disturbs me. 

Mr. Anruso. We will get to that. Now under the market, the pro- 
ducer today, and I think you have stated this, doesn’t have to make 
inquiries from prospective buyers as to what he will get, he knows by 
looking at that market what the price will bring, and he knows that 
even before planting. 
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Mr. Newpicr. That is true. 

Mr. Anruso. Now isn’t it a fact that since 1952, when futures trad- 
ing in potatoes reached a significant volume, there has been an in- 
elastic or even demand for “potatoes which is readily predictable? 
Isn't that a fact ? 

Mr. Newpick. I do not think I quite understood that. 

Mr, Anruso. Well, since 1952, more or less we know what the con- 
suming public will buy, and we know what the demand is, we know 
just how much can be put on the market and sold, don’t we? 

Mr. Newpicx. Yes,the USDA puts out good figures. 

Mr. Anruso. That is what you call inelastic demand. 

So that if producers produce more, they are taking chances, aren’t 
they ? 

Mr. Neworcx. I assume that generally that is a fair statement. A 
man sometimes has to vary the amount he plants by the size of his 
farm, the amount of equipment he has, to get himself into an efficient 
operation. 

Mr. Anrvuso. Well more or less a farmer now with 20 acres, 40 
acres, 60 acres or more, he knows even before planting that if he 
planted so much he would get a certain price in March of the next 
year; he knows that right now, doesn’t he? 

Mr. Newpicx. He knows what the board says at that moment. 

Mr. Anrvuso. Yes, the board, of course. 

Mr. Newpick. He knows what the board says. 

Mr. Anruso. He has even a greater advantage than that: not only 
does he know what the board says, but then when it comes for him to 
sell, he knows what the cash price will bring, too, doesn’t he ? 

Mr. Newpick. That is right. 

Mr. Anruso. And he can take either one, he can take either the 
board price or he can take the cash price, can’t he? 

Mr. Newpick. That is right. 

Mr. Anrvso. So he is protected doubly. So hedging, which is a 
form of insurance, has been a very valuable thing to the farmer, 
hasn’t it ? 

Mr. Newprick. I will agree to that. I did in my testimony. 

Mr. Anrvso. I know. So what the market really does for farmers 
is to act as their salesmen, they do not have to have people going around 
saying “get me this price,” “get me that price if you can.” The farmer 
knows, he does not have to hire any salesmen, he knows what that price 
will be on the market, and he can hedge, and he can protect himself, 
ran’t he? 

Mr. Newpick. He does; that is right. 

Mr. Anrvuso. And I think that the majority of farmers do that, don’t 
they ? 

Mr. Newpick. I do not think so; no. 

Mr. Anrvuso. They do not do it ? 

Mr. Newpick. No. 

Mr. Anruso. Well, if they do not do it, then they are making a mis- 
take, and you cannot blame that on the market. 

Now, I was interested in what you said, that some producers do not 
hedge. I was told that Maine producers are considered the greatest 
gamblers i in the world when it comes to trading in potatoes. 
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Mr. Cirrrorp McIntire. Mr. C hairman, may I take exception to 
that statement and ask for some supporting information ? 

Mr. Anruso. Yes, certainly. We will supply supporting informa- 
tion as these hearings progress. 

Mr. Currrorp McIntire. On the point that you have just made. 

Mr. Anruso. Yes, on the point that I have just made. 

Would you say, Mr. McIntire, that you know of no trading on the 
market by Maine produc ers 

Mr. Currrorp McIntire. Oh, I cretainly would not. There has been 
trading on the market, but may I say the point to which I direct my 
question, and for which I make my request for evidence is that Maine 
producers are the greatest gamblers in the world, or the biggest g gam- 
blers in the world. 

Mr. Anrvso. I said, “Maine producers—and I am quoting—‘are 
considered the greatest gamblers in the world,” and I am sure we will 
have testimony to that effect. 

Mr. Cuirrorp McIntire. I would appreciate that being a part of the 
record. 

Mr. Anrvuso. All right. And this is by no means any reflection 
on the part of any producer in Maine. They have the market there, 
they know what prices are from day to day, and sometimes they take 
chances. 

You cannot say that is not true, Commissioner, that they do not 
take chances. If they are dealing in trading, they do, take chances, 
don’t they ¢ 

Mr. Newpick. I think a farmer takes chances every day. 

Mr. Anruso. Right. 

Mr. Newpick. Putting the crop in the ground isa chance. 

Mr. Anruso. And the market protects him if he hedges he would 
not have to take a chance. But this is what happens, Commissioner, 
and I am sure you are a very fair man, and I am sure you will agree 
to his statement: There are some producers, I do not care whether 
they come from Maine or from Idaho or anyplace else in the world, 
who would like to make more, who are not satisfied with hedging, who 
are not satisfied with security, who are not satisfied with insurance, and 
therefore they hold out. All of these complaints—this bill and the 
resulting study of this committee is the result of that very thing, be- 
cause some of these producers, whether they come from Maine or 
elsewhere, I do not care, when they did not sell when the price was 
as high as $6 or $7, then they got mad at the market. That is not the 
market's fault, if they did not sell when they could have gotten such 
a good price, if they waited. Would you say that is a fair statement, 
Commissioner ? 

Mr. Newpicx. If they could get orders. I do not know if they 
could all get orders at the top price. 

Mr. Anrvso. If they could get orders. All right; that is a fair 
statement. I will inquire about that. 

And even today, if you want to eliminate gambling and specula- 
tion, even today the price for potatoes is higher, or as high, as it was 
when these people planted their potatoes in the late spring of 1957. 
Isn't that a fact ? 

Mr. Newpicx. You probably looked that up; I have not. 

Mr. Anruso. Yes, sir; I did. 
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Mr. Newnick. All right, if you say so I will say it is true. 

Mr. Anruso. So if they were holding out for higher prices, they 
did so at their own risk ? 

Mr. Newpick. It has been very difficult the last month to get orders 
to ship potatoes for some reason. 

Mr. Anruso. Well, now, at this very moment, Commissioner, I un- 
derstand that the market price for potatoes is higher than the price 
on the board. Is that correct; do you know that? 

Mr. Newpick. I do not know that. 

Mr. Anruso. I am told that it is. And if it is higher, the producers 
in Maine still have that choice. They do not have ¢ to sell by trading ; 
they can sell it right at the cash price today. They can bring it to 
the market in New York C ity at $4. I understand that is the» going 
price today. 

Mr. Neworcx. As I pointed out, it is very difficult to get an order to 
sell many potatoes. Orders are scarce. 

Mr. Anruso, And there again the farmer has a choice. And there 
was a time when the price on the market was higher than the cash 
price. That was only a month or two ago. 

Mr. Newpick. That is right. 

Mr. Anrvso. Is that right ? 

Mr. Newpicxk. That is right. 

Mr. Anruso. And at that time the farmer again had a choice, he 
could have sold to the market, he did not have to sell for cash and a lot 
of them did. So the complaint here, Commissioner, is not against the 
trading, not against the hedging to which you yourself do not object, 
the complaint here is on the part of certain farmers who could have 
made a killing and did not. 

Mr. Newpick. I wish that folks who owned potatoes nationally were 
the folks who did the trading. That would be all I would ask. 

Mr. Anruso. Will you repeat that ? 

Mr. Newpicx. I wish that the folks who grow and own potatoes, 
who raise the potatoes were the ones who used the board. It would 
be ideal. 

Mr. Anrvuso. Well, I want you to know that for your information, 
I raised that very question, and we will get an opinion on that. My 
offhand opinion at this time is that you would not have any trading, the 
farmers would not be protected at all, there would be no market. 
That is the market, you have to have people bidding and you have to 
have people buying, and you have to have the people selling. Cer- 
tainly the farmer has all the benefit because he produces, he knows 
what it costs him to produce, and he also has an advanced price as to 
what he can sell. 

And the farmer at any time, by the use of the market, will be pro- 
tected, and he has been protected. If he has not taken advantage of 
it, Commissioner, you cannot blame anyone else. 

Mr. Newpicx. Somehow I have a feeling that our farmers, gener- 
ally speaking—I think there will be testimony given here regarding 
a referendum. I have not the figures. I think our farmers feel that 
what we used to call our normal channel for trade would do somewhat 
the same thing that you are speaking about now. If there is an up 
and down volume, or if there is a slight scarcity, that would be re- 
flected in our whole system of market. 
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Mr. Anrvuso. Let me ask you this, Commissioner, do you think if 
there were a referendum on the part of the farmers, of all the farm- 
ers in this country, that they would abolish trading ? 

Mr. Newpicx. Mind you, one-seventh of all the potatoes in the coun- 
try are raised in Maine. I think a referendum taken in Maine today 
would say “We think we can get along without the mercantile.” 

Mr. Anruso. The referendum taken in 1955 would be different ? 

Mr. Newpickx. That was 155 people. There has been a real one 
taken since then, I think. 

Mr. Anruso. Now that was a real study made out of 1 out of every 
20 farms, both big and small, they were all taken care of. I think that 
the only cry right at the moment stems from the fact that certain 
people, certain “farmers would have sold their potatoes at a much 
higher price and did not, and therefore they are Se That 
is the only reason. It depends on the time of the year, that is all it 
depends on. It depends strictly on dollars and cents, ae on protec- 
tion, because if it did depend on protection, and the farmers knew 
what the market really does, protects them, gives them an insured 
price before they even plant, no farmer in the country would be 
against it. 

» Mr. Hacen. Are you finished ? 

Mr. Anrvso. That is all, thank you, Commissioner. 

Mr. Hagen. I would like to clarify one thing, inasmuch as reference 
was made to this report of Dr. Merch: ant. There were three references 
to futures effects on potato growing and marketing. One of them 
was: 

Of those reporting less than 24 percent were of the opinion that the exchange 
had influenced the acreage of potatoes planted. 


No. 2: 


There was a predominance of growers who were of the opinion that the ex- 
change did not influence the distribution of potato sales during the 1954-55 
season. 


And the third statement of Dr. Merchant’s is that : 

In contrast, growers were definitely of the opinion that contractor prices on 
the New York Mercantile Exchange influenced the cash prices they received for 
potatoes. The opinions received from growers who had used the exchange and 
those not using the exchange were in about the same proportion. The majority 
indicated that the contract prices had a depressing effect on the cash prices. 

Mr. Anruso. Mr. Chairman, with your permission, later on I will 
try to get another copy. Why do we not incorporate the whole report 
into the record? That is only fair; isn’t it? 

Mr. Hagen. Yes; we will consider that later. 

Mr. Anruso. Now you read something in here about the market 
influencing acreage. Let me ask the Commissioner—I agree with that 
statement—isn’t that because the market for potatoes, since 1950 or 
thereabouts, has been a steady market? You cannot consume any 
more potatoes than the public wants to consume. And therefore the 
farmer knows, the farmer knows before planting, he says, “Now look, 
are you going to plant, this will be your price a year hence.” And 
therefore, that influences ac reage, sure, it protects the aoe it stops 
him from overplanting. That is what that means. Go ahead. 

Mr. Hagen. Mr. McIntire has two questions, I believe. 

26433—58——4 
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_ Mr. Ciorrorp McIntire. Just 1 or 2 points, Mr. Newdick. First, 
in relation to your observation on hedging, is it not a fact that before 
there was any trading on the board, many growers had an opportunity 
to hedge in the market with the actual sale of potatoes which were 
later shipped for delivery ? 

Mr. Newpicx. They used to have a lot of outside buyers come into 
the State. I do not know why we do not have as many now. We did 
have a great many. 

Mr. Currrorp McIntire. Well isn’t it true that since the board's 
more substantial activity, that the opportunity which growers have 
had to make a firm sale for a firm delivery, which is a hedge, outside 
of the board, that that opportunity has been virtually wiped out of 
our general trading practice ? i 

Mr. Newpick. There are not as many seed buyers. That I am sure 
of, I was closer to that part of the business than any other, There 
are not as many seed buyers coming in, and I do not think I see as 
many potato people from outside as I used to see. 

Mr. Cirrrorp McIntire. Isn't it a fact that before there was trading 
on the board, there was generally a more active fall market in the actual 
purchasing of potatoes for inventory storage and that now there is 
a very limited amount of fall market activity because the interests 
which normally purchased for inventory and for some speculation 
in the physical handling of the crop are now over on the board and 
are not in any sense active in buying potatoes in the fall for storage ? 

Mr. Newpick. Apparently that is true, to save the expense. of a trip 
to Maine, I guess. 

Mr. Ciirrorp McIntire. Isn't it a fact that as far as the farmers 
having access to market is concerned, and the point was made in rela- 
tion to their having an opportunity not to have to go to traders, that 
in order to enter into a board contract you have brokerage fees which 
are virtually the same as those which constitute the regular trading / 

Mr. Newpick. Yes, and you may—— 

Mr. Currrorp McIntire. So as far as the farmer is concerned, he 
has to go to a trader just the same in order to get a contract on the 
board, he has to go to a board representative or a board trader / 

Mr. Newpicr. That is true. 

Mr. Currrorp McIntire. And he has to pay brokerage, and this 
contact requires the brokerage both within and out, and it does not 
constitute a sale of potatoes per se because that carload of potatoes 
may never leave the warehouse. So he has a paper contract over here, 
on which he has paid brokerage, but it may not result in the sale of a 
car of potatoes because the car may not move, and he has to pay 
another brokerage to get the car to move in the channels of trade; 
is that not a fact? 

Mr. Newpick. That istrue. 

Mr. Crirrorp McIntire. Reference was made to the inelasticity of 
the potato market and the fact this is a stabilizing effort, and that this 
has occurred since futures trading. Is it not true that the traders 
generally recognize, and industry has generally recognized, that the 
demand for potatoes is somewhat inelastic and that a supply of pota- 
toes that is slightly in excess of market needs substantially depresses 
the market out of proportion to the physical supply in excess of needs ? 
Now isn’t it true that that fact existed just as much before futures 
trading as it does now ? 
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Mr. Newpick. We used to say that an up or down of 10 million 
bushels on the national—what is the word I want ? 

Mr. Crirrorp McIntire. Crop estimate ? 

_ Mr. Newoick. National crop estimate. We used to think 10 mil- 
lion bushels, one way or the other, could make a difference. 

Mr. Currrorpv McInrime. And that fact was true long before there 
was any futures trading ? 

Mr. Newpick. It has always been true. 

Mr. Currrorp McIntire. There is no relationship whatsoever to 
this inelasticity in relation to futures trading? I mean, those of us 
who have lived with the deal know that to be a fact, and the point 
which is made that this has occurred only since futures trading in a 
stabilizing effect is a point made out of lack of full knowledge of 
what the conditions were before there was a futures trading, in my 
opinion. Isn’t it a fact that there is a whole pricing structure nor- 
mally outside of the board, which the board influences substantially 
by the fact that the cash price is influenced by the board price, that 
the average grower looks to the cash market as an opportunity to sell 
his crop for physical movement, and that the board is simply a paral- 
lel market which has a substantial influence over the day-to-day or 
hour-to-hour price? In your opinion, do the growers look to the 
board as the place where they market their potatoes, load them up 
and get rid of them, or do they look to the cash market as that outlet ? 

Mr. Newpick. The so-called street price, of course, is the thing. 

Mr. Currrorp McIntire. That is right. 

Mr. Newpick. Every day. The street life is our lifeblood, and 
thank God for the A. & P. Tea Co. at this present time is all I can say. 

Mr. Currrorp McIntire. That is all. 

Mr. Hagen. I think we have exhausted the witness. 

Mr. Anrvuso. Just one more question. In view of the questions 
asked you by Mr. McIntire, do you want to change your testimony 
that you agree with hedging, that you—— 

Mr. Newpicx. No; I do not want to change it. No, sir; I do not. 

Mr. Anruso. Before the market exchange went into effect, before 
you had futures trading, would a farmer know when he planted how 
much he could get when he harvested ? 

Mr. Newpick. If he hada contract he would know, if he made a con- 
tract with some—— 

Mr. Anruso. If he had made a contract ? 

Mr. Newpick. Yes. 

Mr. AnFuso. And, if he had not made a contract, he certainly would 
not know ? 

Mr. Newpicx. Well, many of our farmers, at least some of them, are 
in a position so they would not mind. Some of them. 

Mr. Anrvuso. And was that not the time, Commissioner, when the 
farmer was at the mercy of the buyer, if he lacked cash and equipment 
he could not carry them over, and a buyer came along and says, “Well, 
you produce this crop, I am going to give you so much for it,” and 
he had to take that ; didn’t he? 

Mr. Newprcx. I do not think our buyers had quite that hold. If 
we had as much money—we have had a great deal of money each year, 
as you know, from Federal organizations that finance farm opera- 
tions. And I do not think we were in quite a buyer’s—accepting a 
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buyer’s rough treatment. I do not think we had to do that, Mr. Con- 
gressman. 

Mr. Anrvuso. Thank you very much, Commissioner. 

Mr. Hacen. Thank you, sir. 

We have present with us Congressman Chenoweth, of Colorado, who 
desires to make a brief statement. 


STATEMENT OF HON. J. EDGAR CHENOWETH, A REPRESENTATIVE 
IN CONGRESS FROM THE THIRD DISTRICT OF THE STATE OF 
COLORADO 


Mr. CuenowerH. Thank you, Mr. Chairman and members of the 
committee. I appear before you in support of H. R. 10282, the bill 
introduced by Mr. McIntire, to prohibit futures trading in potatoes. 
I represent in Colorado our largest potato-producing area. We ship 
some 12,000 to 15,000 carload lots each year. 

I have information from representatives of the potato industry in 
that area that they are in favor of this legislation, and are opposed 
to futures trading in potatoes. 

I would like to include in my statement a wire received from Mr. 
Roy Inouye at La Jara, Colo., and also a wire from the Colorado 
Potato Growers Exchange in Denver, Colo. 

Both of these wires are in favor of this legislation and are opposed 
to futures trading in potatoes. 

Mr. Hacen. If you will leave those with the clerk, we will make 
arrangements for getting those and other communications in the record 
at some point. 

Mr. Cuenowetu. I would like to include those in my statement, if 
I could, Mr. Chairman, as a part of my statement. Those are wires 
addressed to me. 

Mr. Hacen. If there is no objection, it will be so ordered. You just 
have the two? 

Mr. Cuenowetn. Just the two and I have a statement from Mr. 
Headlee Wright of Monte Vista, Colo., who is chairman of the San 
Luis Valley Potato Administrative Committee, which is a brief state- 
ment to the committee, and I would like to have that included as a 
part—as a separate statement. 

Mr. Hagen. If there is no objection to including that in the record, 
and there being no objection, it will be so ordered. 

(The telegrams referred to and statement of Mr. Wright are as 
follows:) 


STATEMENT OF HEADLEE WRIGHT, CHAIRMAN, SAN LUIS VALLEY POTATO 
ADMINISTRATIVE COMMITTEE, MONTE VISTA, COLO. 





Mr. Chairman and members of the House Agriculture Committee, my name 
is Headlee Wright of Monte Vista, Colo. I am chairman of the San Luis Valley 
Potato Administrative Committee, operating under Federal and State marketing 
orders regulating the marketing of potatoes in our area. The San Luis Valley 
ships from 12,000 to 15,000 carlots of potatoes each season. 

Speaking in behalf of our local potato industry, this committee opposes the 
futures trading in potatoes as a speculative and perhaps manipulative factor in 
potato marketing which can harm the grower. Within the past few weeks, we 
are advised that the exchange futures market has had as great, or a greater, 
influence on the price of potatoes than have the basic considerations of supply 
and demand. 
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This committee feels the effect of futures trading hus been and can be of such 
serious consequence to the potato grower that we earnestly request your favorable 
consideration of H. R. 10282. 


= 
DENVER, CoLo., April 26, 1958. 
Hon. J. EvGar CHENOWETH, 
House Office Building, Washington, D. C.: 


Understand House Agriculture Committee meeting April 29 to hear those op- 
posed to futures trading in potatoes. This exchange represents 2,000 potato 
growers in Colorado who are definitely opposed to futures trading in potatoes. 
We urge you to support H. R. 10282 which is an amendment to the Futures Trad- 
ing Act. 

CotoraApo PoTato GROWERS EXCHANGES. 





JARA, COLO., April 26. 194% 
Hon. J. EpGAR CHENOWETH, 
House of Representatives, Washington, D. C.: 

McIntire’s House bill 10282 prohibiting trading on potato futures on New 
York Exchange will have hearing Tuesday, April 29. Supply and demand 
should determine price not speculators. Will appreciate your supporting this 
bill. 


Roy INOUYE. 

Mr. Cuenowetu. That concludes my statement, Mr. Chairman. I 
hope the committee will favorably report this bill. 

Mr. Hagen. Thank you very much. 

Mr. Currrorp McIn‘rire. Mr. Chairman, may I express my appre- 
ciation of Mr. Chenoweth’s interest in this legislation. I know with- 
in his State there are two major areas of potato production, and I am 
familiar enough with the area and the production and marketing 
patterns to know that the activity of the New York Mercantile has 
an influence on the prices received by the Colorado potato growers. 

I apprec iate your statement. 

Mr. Crenowernu. I do not think there is any trading directly in 
Colorado potatoes. 

Mr. C.irrorp McIntire. There is not. 

Mr. C HENOWETH. But our Colorado potato people feel the futures 
trading in the New York market has an adverse effect on the potato 
price, which reflects on their price. 

Thank you, Mr. Chairman. 

Mr. Hacen. I might say at this point that we will continue this 
hearing, or reconvene at 2:30 this afternoon. So all of you will be 
heard, I assume. 

The next witness is Mr. Frank Hussey, executive vice president of 
the Maine Potato Council, of Presque Isle, Maine. 

Mr. Currrorp McIntire. Mr. Chairman, before Mr. Hussey testi- 
fies, Congressman Wainwright of New York is not present, but he 
asked if I would request that his statement may be made a part of the 
record, and he will file a statement with the committee. 

Mr. Hacen. If there is no objection, and there being no objection, 
Mr. Wainwright’s statement will be included at this point in the 
record. 

(The document referred to is as follows :) 


TESTIMONY OF CONGRESSMAN STUYVESANT WAINWRIGHT 


For a number of years my able Farm Committee has tried to legally do away 
with gambling in the potato market. Congressman MeIntire’s bill does just 
that. In adding to the support of my own Farm Committee, the Long Island 
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Farm Bureau, speaking through its capable representative Maleolm H. Mac- 
Donald, endorses the McIntire bill. 


I am enclosing for the record a telegram from the Long Island Farm Institute, 
it was sent me by Frank Stachecki of Southampton. 

Much is made of the fact that people would be put out of work in the 
New York City commodity market if this law were enacted. If the work that 
they are doing is evil, they deserve to be put out of work. If they are aiding 
society in a constructive manner, then they deserve to be left where they are. 

Gambling on a perishable crop, the hard-earned product of the potato tiller 
does not appear to me to be constructive to the argument being advanced that 
the farmer can anticipate the price by checking the future board. This is 
ridiculous on its face. All a farmer would have to do before planting, if this 
argument were correct, would be to check the board. If the price for his crop 
looked bad, he simply would abandon planting for that year. If the price for 
his crop appears good, he would plant heavily. Knowing the plight of the potato 
farmers I represent, it is not that simple. I am astonished at my Democratic 
colleague of New York City, Congressman Anfuso, that he would suggest that 
my farmers follow this procedure before planting. 

To summarize for the vast number of farmers I represent: They are dead set 
against gambling in the potato market and they are all for the McIntire bill. 


SouTHAMPTON, N. Y., April 28, 1958. 
Hon. STuYVESANT WAINWRIGHT, 
House Office Building, Washington, D. C.: 


Long Island Farmers Institute urges you to support Congressman MclIntires 
bill, H. R. 10282, pertaining to abolishment of futures trading of potatoes which 
comes up before Congressman George M. Grant, chairman of the Domestic 
Marketing Subcommittee of the House Agricultural Committee on April 29. 

FRANK STACHECKI, 
Secretary Long Island Farmers Institute. 

Mr. Cuirrorp McIntire. Mr. Chairman, I would like to take the 
privilege of introducing Mr. Hussey to the committee. I know of no 
one in our home State of Maine who is more familiar with the potato 
production, potato marketing, and you might say the potato industry 
across the country. 

He has been very active in all phases of it. He has represented 
the national position in many committees which have had the problems 
of the industry under consideration. He is completely versed in both 
the marketing and production aspects of the industry. He has in 
company with him here today others who represent the Maine Potato 
Council. They come from the Third Congressional District, which 
includes my home county of Aroostook. 

I just want to take the opportunity to say that those who are here 
are experienced growers, and they are experienced in marketing. 
There is little about the activity of the merchantile with which they 
are not familiar. 

They know the impact that it has had on growers. They are, like 
all growers, concerned with crops, and these gentlemen have had long 
experience, their thinking not controlled by the passion of a moment. 
They have observed this operation over many years. They have the 
interest of potato growers across the country at heart as they come 
to Washington to express their views to this committee. And I am 
very proud, as they appear before this committee, to have them here 
today in order that the committee may have their views. 

Mr. Hacen. Before you proceed, Mr. Hussey, I have here a state- 
ment from Alan T. Rains, executive vice president of the United 
Fresh Fruit, & Vegetable Association, and I would ask unanimous con- 
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sent to include this in the record at the conclusion of Mr. Hussey’s 
appearance. 

There being no objection, it is so ordered. 

To comment briefly, Mr. Rains supports H. R. 10282 on behalf of the 
2,800 members of his association pursuant to a resolution which was 
adopted at their convention in San Francisco in 1958. Mr. Rains is 
present, but submits his statement in lieu of an appearance. 

Proceed, Mr. Hussey. 


STATEMENT OF FRANK HUSSEY, EXECUTIVE VICE PRESIDENT 
OF THE MAINE POTATO COUNCIL 


Mr. Hussey. Mr. Chairman and members of the committee, my 
name is Frank Hussey, executive vice president of the Maine Potato 
Council. I want to express my appreciation for this opportunity to 
be heard before this committee in support of this legislation that our 
Congressman, Clifford McIntire has presented. 

I want to express, too, my appreciation for the kind comments from 
Mr. McIntire which he has just made in the introduction. 

We are here because we are concerned very seriously about this 
situation that confronts us in the trading of potatoes, of Maine pota- 
toes on the New York Mercantile Exe hange. 

I would like first, however, to give the committee a little background 
about our organization. 

We represent all of the potato producers of the State of Maine. 
We do so by virtue of the fact that we have an industry self-help pro- 
gram where we tax ourselves a certain amount per unit, per barrel 
to promote research and advertising publicity, and the general welfare 
of the potato industry. 

By virtue of all producers paying this self-imposed tax, they are 
members of the Maine Potato Council. 

Being concerned with this issue of trading of Maine potatoes on 
the New York Mercantile Exchange, over a period of years, we have 
discussed it in various meetings, and as a result of our discussions 3 
years ago this study that Congressman Anfuso referred to was in- 
itiated. Again this year, asa result of widespread interest and concern 
about the effect on our potato market, cash transactions, at meetings of 
our board of directors, it was requested that we hold meetings through- 
out the potato growing area this past summer to present the in- 
formation that Professor Merchant had developed and to present the 
information that could be secured from one of the members of the com- 
modity exchange authority, and any other information that was per- 
tinent to this issue, so that our farmers could al] have an opportunity 
to study it and make up their own minds as to what they wished to do 
about the operations of the New York Mercantile Exchange. 

These meetings, nine in number, were held throughout the potato 
area of the State of Maine and all growers were notified and urged 
to attend, and the attendance was good. 

I do not recall the numbers. But following those meetings a ballot 
was sent out to all producers, approximately 4,006 in number, asking 
them if they favored continued trading on the New York Mercantile 
Exchange of Maine potatoes, or were they opposed to continued 
trading. We had returned from farmers an amazing response. 
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I believe the committee will agree that a mail ballot does not always 
produce conclusive results, but in this particular case we had approxi- 
mately 50 percent of the ballots returned, indicating the aroused 
feeling of the industry on this problem. 

Of those 2,000 ballots, for 50 percent of the total number of potato 
growers in the State the vote was 10 to 1 in opposition to continued 
trading. 

In other w ords, they supported this legislation—bearing in mind 
this was after they had had ample opportunity to study this report 
of Dr. Merchant and other pertinent information submitted by a mem- 
ber of the Commodity Exchange Authority here in the Department 
of Agriculture. 

So we submit this is conclusive proof that our growers are opposed 
to this. Now the 10 percent that were in favor of continued trading, 
my observation is that many, or a large part of those, have changed 
their opinions and if a ballot were held today the results would be, not 
10 to 1, but 20 to 1 at least. In other words, half of those who were 
opposed to this legislation and in favor of continued trading, half of 
those would have changed their minds. And I suspect it is an even 
greater percentage than that. So we would find less than 5 percent 
of the industry today that favors continued trading on the New 
York Mercantile Exchange on the part of our basic product. 

Now many details of our testimony I will not go into, but other 
members of the Maine Potato Counc i] special committee set up for 
th's purpose will present various aspects in their testimony. 

I would like to make a few observations, though, prior to their 
testifying and one is that I know that Congressman Anfuso has been 
much concerned about the spread between the price to producers and 
the price to consumers. We are concerned about that, too, very much 
concerned. And the merchantile exchange contract trading has made 
possible, has been responsible, in our opinion, for wider fluctuations 
with increased cost to consumers, lower returns to producers, than 
would be true without the trading on the exchange. Now many of us 
have felt that hedging of the crop by itself is a desirable practice, and 
it has been possible through the mercantile exchange—it was possible 
before the mercantile exchange May contract was set up. But while, 
perhaps, the studies might show over a period of time that the effect 
of trading has not been as adverse as it has under special conditions, 
we feel that the price we pay for this privilege, so-called, or this op- 
portunity, is too great and that it has very adversely affected prices to 
producers, and likewise to consumers 

Now Congressman Anfuso raised a question about the giving of 
opportunity for the producer to hedge his crop. I would like to bring 
out the point, it is the situation right now, we are about ready to 
plant our crop in Maine, we are getting out on the land, and the price 
on the mercantile exchange yesterday was $2.30 delivered New York 
next month. That means to the grower about a return of $2 a barrel, 
which is our unit we think of in terms of our production and sales. 

And I have here also a study made by the university in 1955. The 
average cost per acre, and translated into barrels, indicates a total 
cost, handling cost, of $2.15 per barrel, to say nothing about the 
risks involved in transporting of these potatoes to New York next 
month. 
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Now involved in all this is planting, growing, spraying, carried for- 
ward, harvesting, storing, packaging and delivery to New York for 
which the producer receives on the basis of the November contract, 
as of yesterday, and that price has been held pretty steady with some 
exceptions, the producer receives $2 a barrel. Now you see, there is 
no incentive for him to hedge. There has been no inc entive, Congress- 
man, in past years because this price of $2.30 delivered New “York 
has held pretty consistently all the years that the mercantile exchange 
has operated. 

You may ask, why does the producer hedge? He hedges because 
he has to in order to get fertilizer and other finance, there not being 
any other opportunities or any other means, since the operation of 
the mercantile exchange, to get this financing. He will hedge part 
of his crop at less than cost of production in order to get a little of 
his crop to take care of his family. He has no other way of getting 
financed since the mercantile exchange contract was opened up. 

So while you state this gives him an opportunity to hedge, it is 
hedging at a price less than cost of production. 

Now the potato industry has made many steps forward in self-help 
programs since the elimin: ation of Government support programs. For 
over 20 years the Maine potato industry has been assessing itself cer- 
tain sums for promotion, advertising promotion, and research to help 
itself. That amount has been doubled in the last 4 years. I cite this 
as one illustration of what we are doing to help ourselves. Another 
illustration is the fact we have approved marketing agreements to 
regulate the sizes and quality to insure the consumers a better potato 
out of Maine than they otherwise would be getting. And I might go 
on and cite a number of numerous other inst: inces of what we have 
done to help ourselves. Now we are here to help ourselves to protect 
the industry against the manipulations of the New York Mercantile 
Exchange which has had, in our opinion, we believe, conclusively 
proved, such an adverse effect upon our industry. 

Now there are many reasons, several of particular importance, why 
we believe this is true, and this will be discussed in more detail by 
others. But I would point out there has been a concentration of 
volume in the New York market which has made possible manipula- 
tion by people other than producers or producers’ representatives, 
which basically is one of the major reasons for our quarrel with the 
continued operation of the exchange. The contract for May delivery 
has been particularly vicious for us because that is the end of the line. 
Now in the earlier months during the year contracts were opened but 
a straddle could be made between November and January, and Jan- 
uary and March, and then March to April, and April to May. But we 
are at the end of the line with over 5,000 contracts outstanding, with the 
situation that faced the potato industry, that we have slightly supplies 
available for the 4-week period commencing April 13 to May 17, 
slightly less than the supplies available from all sources than were 
probably needed. And it looked very conclusively to us that we would 
receive favorable prices, bearing in mind that we have produced this 
crop of potatoes in Maine for the past 5 years, and at an average cost 
for the season of less than cost of production. In other w ords, Mr. 
Anfuso, we have been subsidizing the consumers of this country, our 
users of potatoes, producing them at less than cost of production. 
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And it seemed this year for the first time for over 5 years that we would 
have an opportunity for getting back something besides the actual 
costs involved to support and educate our families. And with the trend 
in prices now, with what has happened, it appears very doubtful if 
prices this year will average out on a profitable basis. We thought 
there was an opportunity until here—and the congestion of the New 
York market of deliveries, the terrific open interest which is at an all- 
time high, has combined to affect prices and they have dropped in the 
past 2 weeks eee $2 per hundredweight. 

Now, we realize that they were up higher than they probably would 
have been if it had not been for the operations of the exchange, and 
they are going lower. And that is not in the interest of producers, 
consumers, or anyone else, and has made possible tremendous profits 
to speculators who had no particular interest in the potato industry 
that were concerned primarily with making a profit for themselves, 
regardless of its effect upon either producers or consumers. So the 
basic values of our major crop, and potatoes are the major crop in the 
potato-producing areas, we have no other major source of income, 
have been very unfavorably affected. So we believe, while we have no 
quarrel with the mercantile exchange as such, in the hedging opera- 
tions of storable commodities, we do believe and earnestly “submit for 
your consideration and urge the approval of this legislation as sub- 
mitted by Congressman McIntire because we believe that perishable 
commodities like potatoes and onions are very adversely affected by 
the manipulations that are possible on the mercantile exchange, but 
that other commodities, storable commodities, have a legitimate func- 
tion. We have no quarrel with continued operation of the exc hange 
on those commodities. We simply rest our case on the fact that prices 
have been manipulated, they have been affected adversely. Your con- 
sumers have been paying more for potatoes, our producers h: ave been 
getting less, and it contributes no constructive feature of major im- 
portance to the potato industry. 

Thank you very much for this opportunity to testify. 

I have here this information on the cost of growing potatoes which 
I would like to have included in the record of the committee. 

Mr. Hagen. If there is no objection, and there being no objection, 
we will include it in the record at this point in your statement. 
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(The document referred to is as follows :) 


UNIVERSITY OF MAINE, COLLEGE OF AGRICULTURE, EXTENSION SERVICE 


TABLE 1.—Cost per acre of growing’ potatoes, average of central and southern 
Aroostook County, Maine, 1955 


Acres of potatoes 


De i at an a All 
Item farms 
Less than| 20 to 39 40 to 59 | 60 to 99 100 or 
20 | | more 
| 

Seed ; : = d . $31 $44 $51 $49 $40 $46 
Fertilizer- ; Catches ete 66 68 68 68 71 68 
Spray ? 9 10 10 19 il 10 
Weed killer : 1 1 2 2 1 1 
Vine killer . 2 | 3 4 1 2 3 
Labor 3__- 66 7 76 73 70 72 
Tractor 18 19 17 14 15 16 
Truck -_- : : 6 6 6 5 6 6 
Equipment 25 22 18 16 14 18 
Land use_- : 18 22 24 25 25 24 
Other 4_ __ 7 9 9 9 8 9 
Total cost per acre i 249 275 285 275 263 273 
Number of farms 31 91 62 24 16 224 
Yield per acre ; ‘ 149 162 175 177 169 170 
U.S. No. I sold__. 111 119 132 134 126 127 
Starch, seed, and shrink. 32 37 36 36 35 36 
Seed retained 6 6 7 7 8 7 
Cost per barrel $1. 67 $1.70 $1. 63 $1. 55 $1. 56 $1. 61 
Total handling 5 $2. 23 $2. 27 $2. 17 $2. 07 $2. 08 $2.15 


! Includes hauling to storage. 
2 Fungicides aud insecticides 
3 Includes all labor performed by the operator, unpaid labor and hired labor. For breakdown see table 2 
4 Includes insurance, use of automobile and telephone for potatoes 
5 On basis that above costs are three-dourths of farmers’ total handling cost including storage and taking 
out of storage. 


Source: Preliminary data Maine Agricultural Experiment Station. 


Mr. Hagen. Any questions? 

Mr. Anruso. Mr. Hussey, I want you as well as everyone else in this 
room to understand that if there is anything wrong with the market, 
I would be the first to correct it. 

Mr. Hussey. I assume so, sir. 

Mr. Anruso. But you know it is a fact that this market has been 
regulated since 1946 by the Commodity Exchange Authority, don’t 
you? 

Mr. Hussry. It has been regulated, but our position is that it has 
been manipulated, also, and that the regulations have not caught up 
with the manipulations. 

Mr. Anruso. You know that there is a representative of the De- 
partment of Agriculture at the exchange every single day ? 

Mr. Hussey. Yes; we understand that. 

Mr. Anrvuso. And so far there has not been a single violation filed 
by the Department of Agriculture against the exchange; you know 
that, don’t you? 

Mr. Hussey. Three years ago there were cases of violation 

Mr. Anruso. Against the exchange, I am talking about—— 

Mr. Hussey. Oh, well, you undoubtedly have proof of that. I 
cannot certify to that. 

Mr. Anruso. Now, Mr. Hussey, are you against honest trading in 
potatoes on the market ¢ 
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Mr. Hussry. No; I want to say to you, though, and your prior state- 
ment that we have an expression in Maine, that I think that meets 
that, and that is that error gets down the road a long ways before 
truth gets on its pants. 

And the manipulations of the exchange, while they may not violate 
certain rules and regulations, they have adversely affected, and there 
is a timelag there before they can be corrected. 

Mr. Anrvso. And have you proposed any changes in the regulation 
of the market ? 

Mr. Hussey. We have as an industry. We proposed some the other 
day. Our last attempt. 

Mr. Anrvuso. You have proposed those to the Commodity Exchange 
Authority ? 

Mr. Hussey. We have—through the Advisory Committee. 

Mr. Anrvso. And the Commodity Exchange Authority is consider- 
ing your recommendations ? 

Mr. Hussey. I would say this, that over the years, over the past 5 
years, when these changes, and particularly 3 years ago, some changes 
were recommended, a few ch: anges were made, but our beliet i Is, judging 
on the evidence to date, that the ¢ hanges have been of a minor nature, 
that they have not been sufficient to correct the problems and that there 
has been a good deal of window dressing by the exchange, but that 
they have not yet got to the heart of the m: latter. 

Mr. Anrvso. Do you want to say that the Commodity Exchange 
Authority is protecting the market against the interests of producers 
in Maine? 

Mr. Hussey. Protecting the market against the interests of the 
producers in Maine? 

Mr. Anrvuso. Yes. 

Mr. Hussey. I would say that the interests of the traders on the 
exchange are protected in a much greater measure than the interests 
of the produc ers of the commodity. 

Mr. Currrorp McIntire. Mr. Chairman, may I just draw a line here 
because I think there is just a bit of misunderstanding in the use of 
terms here ? 

I just want to make sure that the observations of Mr. Anfuso and 
Mr. Hussey are thoroughly understood, because I sense that your re- 
plies, Mr. Hussey, are directed tows ards the New York Mercantile 
Exchange. I mean, you are replying in the framework of recom- 
mendations of industry to the New York Mercantile Exchange while 
Mr. Anfuso is, I think, directing his thought in relation to the Com- 
modity Exchange Authority. 

I hope that that line 

Mr. Anrvuso (presiding). In relation to the New York Mercantile 
Exchange. Those are my questions, the authority of the Commodity 
Exchange Authority in relation to the New York Mercantile Ex- 
change. That is all I have been asking you about. 

Mr. Hussey. Well I am not sure but what I am confused now. 

Mr. Cuirrorp McIntire. I am sorry. Let me ask this question, Mr. 
Hussey. Have the recommendations which the industry has been 
making been directed toward the Commodity Exchange Authority, 
or have they been recommendations for changes in tr ading regulations 
that have been directed to the New York Mercantile Exe hange? 
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Mr. Hussey. They have been directed to the New York Mercantile 
Exchange. 

Mr. Cuirrorp McIntire. Well, your reply was they had been di- 
rected to the Commodity Exchange Authority. I hope—— 

Mr. Hussey. I misunder rstood the question. 

Mr. Anruso. I understood you corr ‘ectly. I understood you to say 
you had made recommendations which ‘pertain to the New York 
Mercantile Exe hange. 1 understood you correc tly. 

Mr. Hussey. To the executive committee of the New York Mer- 
cantile Exchange. That is right. 

Mr. Anruso. Have you made any recommendations that certain 
rules governing the New York Mercantile Exchange should be 
changed ¢ | 

Mr. Hussey. They have not been made as an official part of the 
records of the Maine Potato Council. The *y have been made by in- 
dividuals based upon the discussions that we have held. They ‘have 
been made by the advisory committees of the industry that was set 
up by the New York Meréantile Exc hange from within our industry 
in Maine, and those recommendations have been forwarded by the 
committee to the mercantile exchange executive committee. 

Mr. Anruso. Well, now, I am glad that Congressman McIntire 
intervened because now I am confused. I have been tr ying to find 
out from you whether you and your association has ever made any 
recommendations to the ¢ ‘ommodity Exchange Authority pertaining 
to regulations which you think should be ch: anged governing the New 
York Mercantile Exchange. 

Mr. Hussey. We have, we have advised the New York Mercantile 
Exchange Authorities of inequities, of practices that are harmful to 
the industry 

Mr. Anruso. You still do not answer my question. That is why 
there is this confusion. 

You have not made any such complaint to the Commodity Exchange 
Authority; have you? You can answer that “Yes” or “No,” sir. 

Mr. Hussey. I cannot answer that completely, because I do not 
know. Ithink that they have. 

May I say this, that when Mr. Bagnell was there, we discussed with 
him—Mr. B: ignell of the ¢ ‘ommodity Exchange Authority—last sum- 
mer we discussed with him some of the ch: anges that we wanted to see 
made. They were not made officially. 

Mr. Anrvuso. All right. 

Mr. Hussry. They were made unofficially. 

Mr. Anruso. Was there ever an official documented paper given to 
the exchange authorities saying “We think that the regulations” 

Mr. Hussey. To the C ommodity Exchange Authori ity ? 

Mr. Anrvuso. “That the regulations governing the New York Mer- 
cantile Exchange should be changed in the followi ing manner :”? 

Was any such thing ever done ? 

Mr. Hussey. But again, I want to say they were made by the 
advisory committee set up by the New York Mercantile E xchange, 
executive committee in our industry, and in that committee are mem- 
bers of the industry, producers, and shippers, and their recommenda- 
tions as a result of our discussions have been submitted to the govern- 
ing board of the New York Mercantile Exchange. 
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Mr. Anrvuso. Since the Authority came into being, since the New 
York Mercantile Exchange has been under the jurisdiction and super- 
vision of the Commodity Exchange Authority, I repeat again, have 
you ever made a complaint to that Authority in writing stating ob- 
jections to the regulations governing the New York Mercantile Ex- 
change ? 

Mr. Hussey. Not tomy knowledge, sir. 

Mr. Anruso. The previous witness felt that only farmers should 
trade on the New York Mercantile Exchange. Is that your feeling, 
too, sir? 

Mr. Hussey. If the contracts are open, farmers have an opportu- 
nity to hedge, and that is a legitimate function of the exchange, and 
of course, if you sellers, there must be buyers, and we assume that the 
handlers in the wholesale markets and retailers would be legitimately 
trading also. 

Now particularly, also producers have an opportunity to hedge 
their requirements. 

Mr. Anruso. The question I ask you, Mr. Hussey, was whether 
you would restrict trading to farmers only / 

Mr. Hussey. No; I would not. 

Mr. Anruso. All right. You definitely would not want the mer- 
cantile exchange to be a farmer operation exclusively; would you? 

Mr. Hussey. It cannot be by the very nature of things. 

Mr. Anruso. Would you prefer that ¢ 

Mr. Hussey. No. 

Mr. Anruso. Now have you traded on the exchange ? 

Mr. Hussey. A number of years ago; yes. 

Mr. Anruso. Are you a producer of potatoes ? 

Mr. Hussey. Yes. 

Mr. Anruso. Have you used the hedging facilities provided by 
the exchange? 

Mr. Hussey. Yes. 

Mr. Anruso. And you have used them before planting and after 
planting; haven’t you ? 

Mr. Hussey. Yes. 

Mr. Anruso. Now you make the flat statement, Mr. Hussey, that 
you would like to prohibit futures trading in potatoes in the future. 

Mr. Hussey. On the New York Mercantile Exchange. 

Mr. Anruso. Would you favor futures trading on any other er- 
change ? 

Mr. Hussty. No. No, but I want to be sure of the definition of 
terms. We believe that the wholesalers and dealers in Maine potatoes, 
and the producers, have had legitimate market trading prior to the 
operations of the New York Mercantile Exchange, and that those trad- 
ing operations have been suspended as far as futures are concerned, 
resulting since the inception of the New York Mercantile Exchange 
potato contract, that if the trading is suspended, as is proposed by this 
lapidiption, then this trading will be resumed. 

Mr. Anruso. What do you mean “suspended”? Do you mean that 
you would merely like to close up the New York Mercantile Exchange 
for a while and then reopen it ? 

Mr. Hussey. No. I should say eliminate it as far as the potato con- 
tract is concerned. I do not want to eliminate the New York Mer- 
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cantile Exchange, I want to eliminate the potato contract on the New 
York Mercantile Exchange 

Mr. Anruso. Well, potato dealing on the New York Mercantile 
Exchange is the main business of the New York Mercantile Exchange, 
and in effect, you would be closing up the New York Mercantile 
Exchange. Isthat what you want to do, sir? 

Mr. Hussey. I want to close it as far as the potato contract is con- 
cerned. As far as eggs and other commodities 

Mr. Anruso. And if that means the closing of the New York Mer- 
cantile Exchange, that is what you are in favor of ? 

Mr. Hussey. That is right. We are not saying that, however, you 
are saying that. 

Mr. Anrvuso. All right—I am saying it ? 

Mr. Hussey. Yes. 

Mr. Anruso. You are saying it, too. 

Mr. Hussey. You are saying it closes the exchange. I do not say 
that. I say we want to eliminate potato trading on the New York 
exchange. 

Mr. Anrvuso. I say, if you did that you would close the New York 
Mercantile Exchange, and you said if that were the result you would 
favor that. 

Mr. Hussey. If that had to be that way, yes. 

Mr. Anruso. In other words, you are just looking out now for the 
interests of the producers whom you represent, aren't you? 

Mr. Hussey. That is right. 

Mr. Anruso. Which is a selfish point of view. 

Mr. Hussey. I believe so, but I believe also—— 

Mr. Anruso. All right. 

Mr. Hussey. May I add this, which is germane to this, that we are 
also concerned about the consumers, and that we believe the consumers 
have not been served by this. 

Mr. Anrvuso. Let me take care of the consumers, will you please? 

Mr. Hussey. All right. 

Mr. Anrvuso. I think I can doa better job of protecting—— 

Mr. Hussey. Let us take care of the producers. 

Mr. Anrvso. I think I can do a better job of protecting the con- 
sumers, and in this case even the farmers, than you can. 

Mr. Hussey. That is open to question, sir. 

Mr. Anruso. Because I think the consumers definitely favor the 
marketing, the consumers definitely want to get the product as cheaply 
as possible. But I have gone further than “that, I have tried to see 
that the farmers get a fair price, and you have not convinced me, and 
no one else has convinced me, that this tr ading on the market is in- 
jurious to the farmers. Nor have you convince ced me that they have 
done any illegal act, and you know they have not done any illegal 
act. This is just an attempt on the part of certain producers to close 
the market and manipulate trading with farmers the way they want. 
That is all this is. 

Now let me ask you this question, sir 

Mr. Hussey. I wish to take issue, that I can not subscribe to that 
statement, sir. 

Mr. Anruso. You have taken issue, I can see that, Mr. Hussey 
And that is your right. 
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Mr. Hussry. May I add this, sir, we are concerned about the con- 
sumers, very much so, and we have been doing all that we could to get 
a better trade on potatoes and we have done more than any other 
potato section of the United States. 

Mr. Anruso. Yes, and the consumers paid for all that. I mean, 
all these fringe benefits, and all those, the consumers pay for every 
one of your operations. And I would be the first to defend you in 
what you have done as being a benefit. But do not tell me the consumer 
has not paid for all that. Do not tell me you paid for that out of your 
own pockets. 

Mr. Hussey. That is the evidence to date, we have been subsidizing 
the consumers for 5 years, hand running, 1, 2, 3, 4, 5. This is the 
first year, for 5 years, we see an opportunity to get something for our 
families, and we have not had before. 

Mr. Anrvso. In other words, what you are saying now, Mr. Hussey, 
and I want to get this correct for the record, what you are saying 
now is for the past 5 years your growers in Maine have been sub- 
sidizing the consumers who have bought your potatoes? 

Mr. Hussey. That is right, in terms of producing potatoes and 
delivering them to the consumers at less than it costs to produce them. 
And records will—— 

Mr. Anrvso. I do not know what you would do without those con- 
sumers. 

Mr. Hussey. And the records will substantiate that. 

Mr. Anrvuso. Now, Mr. Hussey, if the result of this action was to 
close the New York Mercantile Exchange, would you favor the open- 
ing of that exchange in Maine, let us say ? 

Mr. Hussry. We would want to give a good deal of consideration 
to that before we answered that in the affirmative, certainly. 

Mr. Anruso. You are not prepared 

Mr. Hussey. I cannot answer that. 

Mr. Anruso. You cannot answer that / 

Mr. Hussey. No. 

Mr. Anruso. You are not prepared to state at this time that you 
would not favor the opening of an exchange in Maine, are you? 

Mr. Hussey. No. 

Mr. Anruso. In other words, you have given it some thought, 
haven't you? 

Mr. Hussry. Yes, we have, sir. 

Mr. Anrvuso. All right. Have you given also thought to opening 
up the market in other places than Maine, Idaho maybe? 

Mr. Hussey. The contract has been available in Idaho and the 
Idaho industry has not used it. They have traded on the Maine 
contract, but not on their own contract in Chicago. 

Mr. Anrvuso. Now I just want to get this record perfectly clear. 
I want to know definitely what you people are after, and I am going 
to ask you this question. You have already stated that you have con- 
sidered opening up an exchange in Maine. Now I would like to know, 
if you did not open an exchange in Maine, and you eliminated trading 
in potatoes altogether, what would you substitute ? 

Mr. Hussey. Before I admit that, that statement that you made, 
we consider trading, I want to preface that by this statement, that 
we have considered various things that might be done to improve the 
operations of the mercantile exchange—New York Mercantile Ex- 
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change. And the fact that we have considered it does not mean that 
we have considered it favor ably. We have talked about a lot of differ- 
ent angles that might be pursued. 

Mr. Anruso. Did you ever put any of those recommendations in 
writing ? 

Mr. Hussry. We have. 

Mr. Anrvuso. Or, are they secret ? 

Mr. Hussey. No, they are not secret. We have submitted them 
through our advisory committee to the Mercantile Exchange 
Authority. 

Mr. Anrvuso. Sothat the New York Mercantile Authority Exchange 
has those recommendations ? 

Mr. Hussey. Has considered them, yes. 

Mr. Anruso. And have you considered anything else besides those 
recommendations ? 

Mr. Hussey. Oh, we have considered a lot of different things, and 
some have been favorably considered, some dismissed. Sure, we talk 
about a lot of different angles there. 

Mr. Anruso. Let me ask you this, in all fairness let’s get to the bot- 
tom of this thing here; would you favor the Exchange, or the New 
York Mercantile Exchange if it were run by the producers? 

Mr. Hussey. If the produc ers had control we would look on it much 
more favorably than we do. 

Mr. Anrvuso. That is all I want to know. I have no further 
questions. 

Mr. Currrorp McIntire. Mr. Chairman, may I ask Mr. Hussey 
just one short question ? 

We are taking an awful lot of time and there are so many witnesses 
that need to be heard, and we must recess soon for lunch and then be 
back at 2: 30. 

Mr. Hussey, you have been very close to this problem over the years. 
In relation to this matter of recommendations—and whether they 
have been in writing or not, is entirely incidental to this situation—but 
has it been your observation that the C ommodity Exchange Authority 
is very limited in its control or its recommendations to the active trad- 
ing body? In other words, is it your understanding that the Com- 
modity Exchange Authority can write the rules of the New York 
Mercantile E xchange ? 

Mr. Hussey. No. 

Mr. Currrorp McIntire. Is it your understanding that they are 
simply a regulatory body that can move only when there is an act of 

manipulation, and then can move only after the fact? 

Mr. Hussey. Right. 

Mr. Currrorp McInrme. Might it be said that the Commodity Ex- 
change Authority has power only to, let me say, write a most interest- 
ing post mortem relative to an activity that is within the mercantile 
operation ? 

Mr. Hussey. Right. 

Mr. Currrorn McIntme. Then would it be correct to say that in 
the interest of the industry, and I will say I am not unfamiliar with 
all of the effort which has been made by the industry in their recom- 
mendations to the New York Mercantile Exchange for more construc- 
tive rules and regulations, but would it be accurate to say that knowing 
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of the limited authority of the CEA, it seemed appropriate procedure 
to deal directly with the New York Mercantile in your recommenda- 
tions, because to direct those recommendations to the CEA would 
simply advise them of your thought, inasmuch as the CEA has no 
authority to put those thoughts into instructions to the New York 
Mercantile Exchange ? 

Mr. Hussey. That is correct, sir. 

Mr. Currrorpv McIntire. Now is that the framework in which the 
Maine industry has been trying to deal with this problem as con- 
structively as they could? 

Mr. Hussey. Right. 

Mr. Crirrorp McIntire. Thank you very kindly. 

(The prepared statement of Alan T. Rains is as follows:) 


STATEMENT OF ALAN T. Rains, Executive VICE PRESIDENT, UNITED 
FRESH FRUIT AND VEGETABLE ASSOCIATION 


The United Fresh Fruit and Vegetable Association is a national organization 
representing all factors in the fresh produce industry, including potato growers, 
shippers, and distributors. Its approximately 2,800 members handle about 75 
percent of all commercial marketings of fresh fruits and vegetables in the 
United States. Its headquarters are in Washington, D. C. 

At its 52d and 53d Annual Convention in New Orleans (January 1956) and 
in Philadelphia (January 1957), respectively, this association adopted unani- 
mously resolutions which “favor legislation that will require the permanent 
removal of perishable fruits or vegetables from futures trading on commodity 
exchanges.” 

Again at its 54th Annual Convention in San Francisco, Calif., on January 30, 
1958, the United Fresh Fruit and Vegetable Association adopted unanimously 
the following resolution : 

“The United Fresh Fruit and Vegetable Association reaffirms its position with 
respect to the speculative buying and selling of contracts for the delivery of 
perishable agricultural commodities before they have been produced, as tending 
to encourage artificial pricing and confusion as to actual supplies of such com- 
modities available to established dealers and the consuming public. 

“Therefore, we favor the enactment by Congress of pending legislation that 
would exclude from futures trading on commodity exchanges of agricultural 
products which are historically included in the category of fresh fruits and 
vegetables * * *,” 

In view of the foregoing official expressions of position by the organization 
of which I am executive vice president, and in the interest of orderly marketing 
and the protection of potato producers and distributors, I urge that you approve 
H. R. 10282 which would prohibit trading in potato futures on commodity 
exchanges. 


Mr. Anrvuso. Now the next witness is Mr. Smith McIntire. 

Mr. Cutrrorp McIntire. Mr. Chairman, it is my special privilege 
this morning to introduce to the committee my brother. I would like 
to put into the record why he, as a potato grower, and I in a capacity 
as a representative of the Third District in Maine, both have an in- 
terest in this bill before the committee, for Smith McIntyre is here to 
support this legislation. I would like the record to show that we 
do not always agree on everything, and that his position 1s not in 
any sense dictated by the action which I have taken in introducing this 
legislation. 

I am very proud and happy that he can be with us here today, and 
I want to say that he draws his opinion from his very active part in 
the production and marketing programs of his own farm operations, 
and that I consider his conclusions are based on very sound observa- 
tions in this field. Iam very happy to introduce my brother Smith. 
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Mr. Anruso. Mr. McIntire, we are very happy to have you here. 
I am glad that you sometimes disagree with your brother, too, because 
in this case I certainly, and many other Members of Congress, will 
have to disagree with him. However, I think both you and I share 
the view that your brother is one of the ablest Congressmen that we 
have here in Congress, and I compliment him highly. He is a credit 
to this committee, I assure you of that. I guess I do not have to tell 
you that, you know it. 

Mr. Smiru McIntire. Thank you. 


STATEMENT OF SMITH C. McINTIRE, REPRESENTING THE STATE 
OF MAINE FARM BUREAU, PERHAM, MAINE 


Mr. Smirru McIntire. I would like the record to show that I am his 
twin brother, and that history records the fact that while we were 
growing up he was bigger than I was, but I was faster on my feet. 
| Laughter. | 

Mr. Cuirrorp McIntire. I might say, the records also show he was 
older than I. 

Mr. Smirn McIntire, That is a correct statement. 

Mr. Chairman and members of the committee, my name is Smith 
McIntire. Iam a farmer in Perham, Maine. 

Mr. Anruso. Will you excuse me, are you speaking for yourself 
or are you speaking as a representative of the State of Maine Farm 
Bureau ¢ 

Mr. Smiru McIntire. Sir, I will be at that point presently. 

Mr. Anruso. All right. 

Mr. Smiru McIntire. I am a farmer in Perham, Maine, a small 
farm community in Aroostook County. My farm consists of 620 
acres, of which about 250 is under cultivation. I have about 100 acres 
of potatoes, 75 acres of oats, and about 3,000 hens. Mine is a family 
farm, part of which was taken up by my grandfather when northern 
Maine was first settled. 

I am here today officially representing the Maine Farm Bureau As- 
sociation, of which I am vice president. I also represent the American 
‘arm Bureau Federation and its fruit and vegetable committee, the 
American being an organization of approximately 1,600,000 farm 
families in the United States. I am a member of the fruit and vege- 
table committee of this organization. 

I have a statement of the American Farm Bureau in support of this 
bill, which I would like to offer for incorporation in the record. 

Mr. Anruso. Right. 

(The document referred to is as follows :) 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION BY SMITH C. MCINTIRE, 
Vice PESIDENT, MAINE FARM BUREAU ASSOCIATION AND MEMBER OF THE FRUIT 
AND VEGETABLE ADVISORY COMMITTEE OF THE AMERICAN FARM BUREAU FED- 
ERATION 


We appreciate the opportunity to present the views of the American Farm 
Bureau Federation to this subcommittee with regard to futures trading in pota- 
toes. The matter of futures trading in perishable agricultural commodities, par- 
ticularly potatoes and onions, has been of interest to the Farm Bureau for some 
time. : ‘ 

In March 1955 the AFBF fruit and vegetable advisory committee discussed 
some of the problems that had arisen in connection with onion and potato futures 
trading. The advisory committee at that time recommended that AFBF work 
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toward the elimination of futures trading in potatoes and onions on the various 
commodity exchanges. Farm Bureau has since that time supported legislation 
that would prohibit onion and potato futures trading. 

In 1956 and again in 1957 we appeared before this subcommittee and others 
of the House Committee on Agriculture in support of legislation to eliminate 
onion futures trading. This legislation was favorably reported by the House 
Committee on Agriculture and subsequently passed the House of Representatives 
on March 13, 1958. We appreciate the support given to that legislation by the 
House Committee on Agriculture and are very hopeful that the Senate will ap- 
prove it very soon. 

While some of the previous hearings have been confined to onion futures trad- 
ing legislation, the Farm Bureau has repeatedly stated its support for similar 
legislation dealing with potato futures trading. 

At our most recent annual meeting the voting delegates from the member State 
Farm Bureaus adopted the following policy on potato and onion futures trading: 

“We recommend legislation to eliminate onion and potato futures trading 
from the various commodity exchanges. Until this action is obtained we will use 
every effort to correct the abuses that have occurred in the past by securing 
adequate regulation of such futures trading.” 

The American Farm Bureau therefore supports the passage of H. R. 10282. 

We support the legislation and recommend the elimination of potato futures 
trading from the various commodity exchanges for the following reasons: 

1. Potatoes by their very nature are perishable commodities. They cannot be 
stored for an unlimited length of time and only limited processing is involved. 
While it is true that potatoes are stored at harvesttime in many areas, it is 
also true that they must be either sold, destroyed, or fed to livestock within 
a relatively short marketing season. They cannot be held from one crop 
year to the next and each spring brings the end of one year’s storage crop and 
the beginning of the new crop movement. 

This situation is quite different from wheat, corn, and other storable com- 
modities involved in futures trading that can be stored satisfactorily from one 
season to the next. The futures market for these storable commodities performs 
a valuable role since hedging provides price risk insurance. Futures trading in 
these storable commodities serves an important function because of the consider- 
able amount of processing that occurs in marketing. This is quite different from 
potatoes which have only limited processing and the majority of the crop moves 
from producer to consumer in virtually the same form. Because of their perish- 
ability and lack of processing, we do not believe that potatoes lend themselves 
to sound futures trading. 

2. The volume of potatoes that is involved in futures trading is relatively small, 
thus providing the opportunity for sharp price fluctuation and the facilitating of 
price manipulations. In the case of potatoes, Maine is the only area whose 
production is involved in potato futures trading for all practical purposes. 
Maine’s production in 1957 was 38,640,000 hundredweight in comparison with an 
estimated total United States production of 236,268,000 hundredweight. Of 
course, not all of the Maine production would be involved in futures trading. In 
contrast to potatoes, a much larger part of the production of corn, wheat, and 
other storable commodities would be eligible for futures trading. 

8. The cash market for potatoes is influenced by the futures market and 
sharp price movements, or attempts to move the futures prices either up or 
down, can be very detrimental to orderly marketing. While it can be argued that 
the average price received during a season by potato growers might be the same 
with or without futures trading, severe up and down future price movements 
within a season disturb the cash market for potatoes. 

The accumulation of an unusually large number of carlots of potatoes, held 
for delivery on the mercantile exchange, has had the effect of depressing prices 
in the cash market. 

For these reasons, the American Farm Bureau supports the passage of H. R. 
10282 and urges that the subcommittee give the legislation its early favorable 


consideration. ; a 
We appreciate the opportunity to present our views on this important matter. 


Mr. Smrrn McIntire. I am also here with others testifying today 
representing the Maine Potato Council. Without referring to the 
exact language that each of these groups has used to set forth its posi- 
tion with regard to the question before this body, let me state that 
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they are definitely and unconditionally for the complete and speedy 
termination of futures trading in potatoes, and in support of H. R. 
10282, which aims to accomplish this end. 

To avoid unnecessary duplication, I would refer you to my testi- 
mony set forth in the publication entitled “Futures Trading,” a 
summary of the hearings held at Presque Isle, Maine, December 6 and 
7 of 1955, pages 31 and 38. 

My observations of the past 3 years that have lapsed since that 
hearing, and of the years previous, my experience in marketing my 
crop and the conclusions of my farmer neighbors, have only further 
intensified my feelings that this costly speculative venture does not 
further need more time in which to further prove that it is a serious 
obstacle to the development of a sound potato marketing program. [ 
have consistently maintained my position in this regard throughout 
this period. The potato industry and Maine growers have for many 
years been confronted with serious marketing problems arising out 
of short and long time price fluctuations, changes in consumer demand, 
and varying production due to acreage and weather factors. We who 
grow potatoes have received our share of national attention and critic- 
ism. Accompanying them have been many well-meant and worthless 
proposals for our salvation. From this experience potato growers 
throughout the Nation, and particularly those in Maine, have con- 
cluded that much of the real and lasting gains to be made in the indus- 
try must come through steady and organized effort to improve the 
quality of potatoes marketed and to develop a program of marketing 
more uniformly depending upon supply and demand to determine 
both current and long term prices. This effort is aimed at leveling off 
and lengthening Brice swings as much as possible. To this end the 
Maine grower and those of many other States have put in operation 
marketing orders that have greatly improved the quality of potatoes 
shipped to consumers. In Maine the producers and packers have 
developed and financed export programs and have attempted in numer- 
ous ways to level off the movement of produce and the resulting price 
changes. 

The futures trading of Maine potatoes as fostered and encouraged 
by the New York Mercantile Exchange has throughout the years 
served to counteract much of the industry effort and has gained the 
almost unanimous opposition of Maine growers and shippers. Recog- 
nizing the ill will it has created, it has from time to time had its repre- 
sentatives in our area to meet with producers to set up advisory 
committees to conduct press campaigns and so on. 

And incidentally, I have been in these groups where this effort was 
put forth. Yet, it’s activities through the year have repeatedly shown 
its concern is not for what it does to the potato industry or to growers, 
but for how it can gain the greatest amount of speculation and still 
keep from being prohibited from operating. 

It is not necessary for me to emphasize that futures trading has 
demoralized the confidence of grower, shipper and retailer in each 
other. Into this speculative marketing structure, it has introduced 
the city doctor and lawyer, and quick-dollar folk. 

Mr. Anrvuso. Will you permit me to interrupt you? 

We have an automatic rolleall. Do you have much more, or would 
you like to submit the rest for—I see you have it in your own hand- 
writing. 
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Mr. Smiru McIntire. I would have to read it, I haven’t it in typed 
form. 

Mr. Anruso. How much more do you have ? 

Mr. Smrru McIntire. About 4 or 5 pages. 

Mr. Cuirrorp McIntire. Mr. Chairman, might I suggest that in 
view of the automatic rollcall, we are going to have to recess until 
2:30 shortly. Might not the witness be permitted to continue on 
the reconvening of the committee ? 

Mr. Anruso. I think that would be the best thing to do. 

Mr. Cuirrorp McIntire. I would like to suggest also, in view of the 
fact there are two gentlemen from New York who must make an early 
plane connection and out of consideration for some of the others who 
are here, that immediately upon reconvening and completing the tes- 
timony of Mr. McIntire, the two New York gentlemen be called in 
order that they may have an opportunity to testify. 

Mr. Anruso. You don’t mind doing that ? 

Mr. Smiru McIntire. Not at all, sir. 

Mr. Anruso. Then this afternoon we have four more witnesses, 
Mr. Smith, Mr. Luke, Mr. Ommbard, Mr. Mercker, and I am sure they 
are all here. Iam sure we can finish our testimony this afternoon. 

Mr. Crirrorp McIntire. I think there are a couple here, Mr. Ma- 
haney and Mr. Fox. 

Mr. Anruso. I did not notice that. We will try to finish all of your 
testimony this afternoon and to oblige the gentlemen from New York, 
my favorite State, we will call Mr. Smith and Mr. Luke as soon as we 
reconvene at 2: 30. 

This meeting stands adjourned until 2: 30. 

(Whereupon, at 12:15 p. m., a recess was taken until 2:30 p. m., 
the same day.) 

AFTERNOON SESSION 


Mr. Hacen. We will now hear from one of our honored colleagues, 
Congresswoman Gracie Pfost, of Idaho. 


STATEMENT OF HON. GRACIE PFOST, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IDAHO 


Mrs. Prost. Mr. Chairman, I appreciate the opportunity of again 
appearing before this subcommittee in behalf of a bill to prohibit 
futures trading in a perishable agricultural commodity. I shall al- 
ways remember the many courtesies you gentlemen extended to me 
when I testified in behalf of legislation to prevent trading in onion 
futures. May I say thank you again for your support of my bill 
(H. R. 376) when it was before your committee, and while it was 
under debate on the floor of the House. 

To a degree the same arguments for abolishing futures trading in 
onions on commodity exchanges, can be made for abolishing futures 
trading in potatoes. Potatoes, like onions, are perishable, and can 
only be stored for a limited time. They cannot be held from 1 crop 
vear to the next and each spring brings the end of 1 year’s stored 
crop and the beginning of a new crop. 

T am not opposed to futures trading in nonperishable commodities 
which ean be stored from one season to another and which require 
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a considerable amount of processing between the farmer and the 
consumer. The futures market for these storable commodities per- 
forms a valuable service since hedging provides price-risk insurance. 
Futures trading in potatoes, however, only serves to take from the 
producer and shipper, who has done all of the hard work, and control 
over his product. 

As with onions, the cash price for potatoes fluctuates with the futures 
price. If speculation pushes the futures price down to a ridiculously 
low price, the cash price for potatoes also goes down, regardless of 
the supply and demand situation. The speculator can make a profit 
from a falling market—but for the potato farmer it spells ruin. 

Most farmers don’t hedge because the mechanics are too complex— 
but more specifically they cannot afford it. They need all of the 
money they have to grow their own crop. So potato futures trading 
has become a tool of the speculators to the detriment of the farmers. 

Since this subcommittee is dedicated to the protection of the welfare 
of the farmer—I am sure you will be interested in safeguarding him 
from the evils of futures trading in potatoes. 

May I say in closing that this bill (H. R. 10282) has the support of 
practically every segment of the potato industry in Idaho. Earlier 
this week I asked that a telegram from Mr. Edd Moore, executive 
secretary-manager of the Idaho Grower-Shippers Association, be 
made a part of the record of these hearings The telegram expresses 
the strong support of that organization for the abolishment of futures 
trading in potatoes. A statement outlining the reasons the Idaho 
Potato Producers Association, Inc., favors passage of the bill will be 
offered by its executive manager, Mr. M. O. Stratford. The J. R. 
Simplot Co., the largest potato processing firm in Idaho, is also in 
favor of this legislation because of the extreme ups and downs in 
potato prices in the past 6 weeks. 

I hope, Mr. Chairman, that this subcommittee will favorably report 
H. R. 10282. 

Thanks for your courtesy in listening to me. 

Mr. Hacen. Thank you, Mrs. Pfost. Next will be Mr. David R. C. 
Smith, of Peterboro, N. Y. 


STATEMENT OF DAVID R. C. SMITH, PRESIDENT, EMPIRE STATE 
POTATO CLUB, INC. 


Mr. Smirn. Mr. Chairman and gentlemen, I am David R. C. Smith, 
of Peterboro, N. Y.,a New York State potato grower. Iam president 
of the Empire State Potato Club, Inc., an organization of 300 growers 
to foster the potato industry in New York State. 

I also have some letters and wires authorizing me to speak on behalf 
of those who are opposed to futures trading from several other organ- 
izations from New York State. I will not read them but I will list 
the organizations: Erie County Potato Growers Cooperative, Inc. ; 
Savannah Potato and Vegetable Growers Cooperative, Inc., of Savan- 
nah, N. Y.; the Monroe Potato Growers Cooperative, Inc., Rochester, 
N. Y.; the New York Potato Growers Cooperative, Inc., Bouckville, 
N. Y.; the United Potato Growers Corp., of Warsaw, N. Y., and from 
the New York State Grange representing 120,000 members, they 
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oppose any futures trading in potatoes. I will submit these for your 
record. 
Mr. Hagen. Without objection they will be made part of the record. 
(Papers referred to follow :) 
Batavia, N. Y., April 27, 1958. 
Davip SMITH, 
Carroll Arms Hotel, Washington, D. C. 
Care Vegetable Growers of America: 
The United Potato Growers Corp. of Warsaw, N. Y., opposes the futures 


trading in potatoes. Recommended cease-desist order. 
Ross StTatrorpD, President. 


Syracuse, N. Y., April 27, 1958. 
Dave SMITH, 
President, Empire State Potato Growers, 
Care Vegetable Growers of America, Mills Building, Washington, D. C.: 
New York State Grange, representing 120,000 members, requests that you 
oppose any futures trading in potatoes. 
LELAND SMITH, Master. 


ERIE COUNTY POTATO GROWERS COOPERATIVE, INC., 
Springville, N. Y., April 25, 1958. 
Mr. Dave SMITH, 
Peterborro, N.Y. 
Deak Dave: This is an authorization to represent our 300 member co-op at the 
congressional hearing in Washington in opposition to futures trading in potatoes. 


Kak S. W. QUIANN, President. 


SAVANNAH POTATO AND VEGETABLE GROWERS COOPERATIVE, INC., 
Savannah, N. Y., April 25, 1958. 
Davip SMITH, 
President, Empire State Potato Club, Inc., 
Canastota, N.Y. 

DEAR MR. SMiTH: Our co-op would like to have you represent us at any hearing 
conducted on the futures trading of potatoes. At a meeting held April 24, 1958, 
our growers expressed their unanimous approval of any move to discontinue the 
future trading of potatoes. 

We thank you for the opportunity to express ourselves in this matter. 


Sincerely, 
CLYDE M. FuRMAN, 
Secretary-Treasurer. 


MONROE PoTaTo GROWERS COOPERATIVE, INC., 
Rochester, N. Y., April 24, 1958. 
Mr. Davin SMITH, 
Canastota, N.Y. 

DEAR Mr. SmitTH: It has come to our attention that you are going to Washing- 
ton, as representative of the Empire State Potato Club, to oppose trading in 
potato futures. 

It is our desire that you also register our cooperative’s opposition to such 
trading. 

Yours truly, 


Rosert H. Dunn, Secretary. 
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NEw YorK PoTrato GROWERS COOPERATIVE, INC., 
Bouckville, N. Y., April 25 19: 58. 
Mr. Davin R. C. SMITH, 
President, Empire State Potato Club, 
Canastota, N.Y. 


DEAR DAVE: I was in Fulton the other day and had an opportunity to talk with 
Phil Luke. He asked me to send you this letter immediately in regards to our 
cooperative’s position on potato futures. I know that you have had this informa- 
tion before, but you will see in the next paragraph our resolution showing that 
the New York Potato Growers Cooperative, Inc., Bouckville, N. Y. is opposed to 
futures trading. 

“Be it resolved, That the New York Potato Growers Cooperative, Inc., Bouck- 
ville, N. Y., opposes futures trading in potatoes.” 

Sincerely, 
FREDERICK P. Howe, Manager. 

Mr. Smrri. I would like to read you a resolution passed by a vote 
of 116 to 2 opposed at our annual meeting last January in Rochester, 


Beis? 


Whereas we believe that futures trading in potatoes is detrimental to the 
industry: Therefore be it 

Resolved, That Federal legislation prohibting the trading in potato futures 
be enacted. 

Our New York State Potato Growers are deeply concerned about the 
situation of their industry caused by futures trading. We feel that we, 
as potato growers, do not have a future so long as : the potato futures 
trading exists. 

Personally, I have grown 29 crops and widely traveled potato- 
growing centers in these United States. Never have I heard growers 
express a desire for a place to hedge their crops. Yet providing a place 
to where a farmer can hedge his crop is the only excuse the brokers 
have for setting up this whole business of futures trading in our 
potato crop. We never have needed the board before, we do not 
need it now nor will want it in the future. 

When the futures thing started it was just a little tail to the potato- 
industry dog. Like a boxer’s stub tail and was hardly noticeable. 
Today that little tail has grown until it is the size of a St. Bernard’s 
and the dog has shrunk to a little fox terrier. The tail is now wagging 
the whole ‘dog and will soon shake it to death unless Congress in- 
tervenes. 

Today far more cars of Maine futures contracts are traded in than 
are grown in the entire United States, to say nothing of the Maine 
crop. 

The worst feature of the whole thing is the very excuse for its 
existence—the hedging feature—because that provides a place where 
a speculator can make a profit on a falling market, something that one 
cannot do elsewhere in the potato industry. In other words, a few 
professional short sellers can profit at the whole industry’s expense. 

Why, then, do not farmers use it to hedge? There are lots of 
reasons why, some of which are: Farmers do not know how to use it 
because the mechanics are too complex. It costs them $200 or $300, 
plus brokerage, to sell each car of potatoes. They cannot understand 
why they should have to pay money to sell their crop. They cannot 
afford it. Their money is all needed to grow their own crop. They 
cannot afford the gamble. “Gamble,” you say, “when they hedge?” : 
Yes, because they must keep raising money to protect the margin of 
their hedge. Farmers used to get money when they sold a part of 
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their crop in advance to a shipper or someone in the trade. On 
futures it costs them money and a risk of losing even more money. 

So, we do not have the farmers hedging much of their crop. But 
we do have plenty of short ‘iitiocmmadntace-tredere whose hope 
is ruin for the deal for their own profit—a handful of professional 
operators who sell America short. These short sellers make no con- 
tribution to the industry, potato consumers, or to the country at all— 
nothing—yet they do thrive on its ruin. 

As you know, Maine is the largest producer of United States pota- 
toes and largely dominates the industry through half or more of the 
year, but still provides only a fraction of the whole country’s crop. 
Now one county in Maine produces most of Maine’s potatoes and one 
town, Presque Isle, in Maine dominates that county. No move is 
made in that town either to buy or sell until the New York board 
opens up in the morning. If the board is > a dime, Maine is up a 
dime; the board off a quarter, Maine is off a quarter. Not much 
attention is paid to actual potato demand or supply any more. It is 
now all, “What does the board do today?” And the rest of the coun- 
try watches Maine and is up or down according to the Maine market. 

Meanwhile, the New York board market fluctuates wildly based on 
rumors, spread by tip sheets, manipulations by professionals, weather 
in remote unrelated sections, the supply of paper contracts, the fact 
some big boy has pulled out of the market for a richer speculation 
elsewhere, or a hundred other reasons having no particular bearing on 
the potato industry. 

It has now become so bad that we have a potato industry with no 
control over marketing its own product. 

Futures are not even essential to the processing part of the potato 
industry. The canners, shippers, french fryers, and so forth, seldom 
use it because they enter into firm contracts for their supplies and 
store them under special conditions for their needs. Futures con- 
tracts are bad for consumers as well because the price is often driven 
higher than necessary and supplies are often needlessly held back 
because of board action. 

We potato growers are convinced that even potatoes—the largest 
perishable crop grown—is still too small, grown in too concentrated 
areas, is too sensitive to overproduction and weather, and has no 
storage stability over one short season for futures trading to be of 
any possible benefit to the industry no matter how regulated. But it 
is a wonderful opportunity for speculators on the futures board. 

We farmers have no money or research staffs to dig up a lot of 
figures, et cetera, like the brokers but we have lived with this now long 
enough to feel its savage teeth. We know itisno good. This board is 
universally hated and feared by all in the potato industry. That one 
county in Maine is so easily manipulated by a handful in New York 
City, and we all have suffered now to a point where we are desperately 
asking you in Congress to protect us from our pirate enemies. 

CEA has admitted themselves that they cannot stop manipulation. 
We farmers cannot stop it; only Congress can do it. 

At the present time, all law protection is for the futures brokers, 
none for the growers or industry. All we growers ask is protection 
by this law for our industry. The only loser by this law is a few 
brokerage firms who are performing no service whatsoever. 
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Which is better for a sound economy in the United States, a few rich 
brokers or the many who make a sound potato industry? We cannot 
have both. 

Thank you for this opportunity to be heard. New York State 
growers are indeed deeply concerned. Your good efforts to save our 
industry are appreciated. 

Mr. Hacen. Any questions? 

Mr. Anruso. No. 

Mr. Crirrorp McIntire. I would like to ask a question. 

I was very much interested, Mr. Smith, in the points that you make 
and I want to say, first of all, that I think you have expressed yourself 
very well and in clear terms as to the attitude of the overwhelming 
majority of potato growers. I am sure that you speak for them and 
the organizations that you are representing. Those who sent the 
other telegrams and messages speak for their own groups and you are 
speaking for the majority of the growers in New York, particularly 
upstate. 

My point is this: You make reference to the fact that formerly a 
farmer, when he sold potatoes, got money for them—at least got some 
kind of a cash return in the transaction—and that is interesting to 
contrast this with a practice whereby he does not sell potatoes and 
where he has to put up money instead of getting money. 

Is it also true that not only does he have to make a deposit, which is 
approximately $200, but that if he sells to protect himself on a hedge 
and if the market goes up, he might also have to put up an additional 
margin and if the market moves up he may find himself with his de- 
posit ranging all the way from $250 or $300 or more for a car, and 
unless he delivers those potatoes that money is gone. If he delivers 
them he gets it back, but if he does not make delivery, if the contract 
is washed out, then that money is gone and, of course, that is under 
the theory the purchaser has to be protected by the seller. 

Now, is it true in New York that when a farmer looks upon this 
vehicle as a direction protection he frequently finds himself out bor- 
rowing money to protect a sale that he has already made to keep from 
being washed out; and that finally sometimes he just owns the po- 
tatoes and they are back in the cellar and he has to sell those at some 
other time, and he has all of these uncertainties? Do you find that 
situation pretty much prevailing? I have made a rather long observa- 
tion but do you follow me? 

Mr. Siri. Yes, there isa gamble. 

Mr. Cirrrorp McIntime. In other words 

Mr. Smirnu. It is nota hedge at all, it isa gamble. 

Mr. Cutrrorp McIntire. In other words, when you hedge you have 
got yourself into a situation that does not necessarily give you the 
protection that you thought you were getting. 

Mr. Smiru. That is right. 

Mr. Currrorp McIntire. Thank you. 

Mr. Hacen. I have a question of you, Mr. Smith. 

Do you know whether or not typically and with respect to any of 
these storable commodities in which there is wide trading in the 
futures market—that is, wheat, corn, and so forth—do you know 
whether typically farmers engage in hedging operations? 
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Mr. Smiru. No, sir; I — not tell you the first thing about wheat. 
or cotton and those things. I do not know anything about them. I 
have grown a little wheat pnce in a while, but I do not know anything 
about that aspect of it. 

Mr. Hagen. Well, you are apparently quite familiar with the 
potato situation. 

Mr. Smirn. Yes, sir. 

Mr. Hagan. Actually in the other exchanges then, a hedge really 
is a useful device principally for people who are in the business of 
buying the commodity and using it, for example, the cotton mill, 
because i in that fashion they protect themselves against wide swings 
in prices and it is not typically a growers’ device, is it? 

Mr. Sairn. Sir, I aid not quite ‘speak properly about this. When 
I say I do not know anything about it, when I was in college I wrote 
a paper on futures trading in cotton and at that time I probably did 
not know what I was writing about, but at least I studied it a little 
bit, and that was a manufacturers’ deal, when he sold a lot of cloth, 
he covered himself on the board, and it was just a good business 
proposition. 

Mr. Hacen. Of course, we understand what hedging would be when 
a man is dealing with paper, buying at one time and selling at an- 
other; but when these growers hedge, that grower is dealing with a 
crop on one side and a contract on the other side, which is quite a 
different situation. 

Mr. Cutrrorp McIntire. May I make this observation, that a great 
deal of trading is done on the grain exchanges by those who are 
processing grain and most of the distributing organizations have 
to issue papers which are in advance of the actual sale, in order that 
they may firm up their costs in relation to their prices if they are to go 

up or down. They are buying constantly to protect themselves from 
rising prices, as for example 1 many of the textile people who might 
bid on a military contracts, they have set a price for the raw material, 
they do it in order to bid, and then they go out on the exchange and 
firm up their position. They know fuli well that that is going to be 
the price of the raw material because they are going to take de livery 
of the goods in time or else they can wash that contract out and make, 
perhaps a little profit; but their price is firm and so on the part of 
manufacturers the futures operation has a definite place and it has 
been very constructive. 

I may say, Mr. Hagen, while there are a few potato processors who 
may use this deal, but in relation to the total supply of potatoes, their 
requirement is a very small aspect being of no substantial size. It is 
not necessarily justified, as Mr. Smith has so well pointed out, and 
there is hardly a processor of potatoes that is not in the area where 
those potatoes are in appropriate condition and I refer particularly to 
the chippers who are the biggest processors of potatoes. They can go 
into the open market and buy potatoes for chipping, and they can use 
potatoes that have been stored under appropriate conditions, for they 
use sprout inhibitors in order to keep the grade up and in accord with 
the best standards of sugar content; hence, while there is the matter 
of price protection, nevertheless the raw materials that they actually 
use do not come from the board, they come from sources that have 
been appropriately handled in order to process that crop. 
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Mr. Hagen. The point that I make is that in the cotton and the 
corn and other exchanges the principal justification is the service to 
the buyer, the ultimate buyer of the commodity, not to the seller. 

I think it was brought out in these hearings about onions futures 
that they were being traded in futures and there was a necessity for 
a farmer, to make a profit, to use futures and most of them are not 
equipped. to do that, as you have indicated, I think, in your testimony. 

What would happen to the futures market if all Maine potatoes 
were offered for futures contracts ? 

Mr. Situ. I would not be prepared to say what would happen 
to that market—well, I don’t know what in the world would happen 
to it. 

Mr. Hagen. As I understand it, there is only a limited number of 
producers who offer their potatoes on futures contracts and they could 
theoretically make a fairly decent price under that circumstance but 
I wonder what would happen if every bushel of Maine potatoes was 
offered on the futures contracts. 

Mr. Smirn. Well, they cannot eat the potatoes, they can only eat 
those jokers that are served them for lunch and the rest is of no 
service at all, so if they had the whole mess of them, what good 
would it be ? 

Mr. Hacen. I don’t believe I have any further questions. Any 
further questions?) Mr. Anfuso ? 

Mr. Anruso. I was not going to ask any questions, Mr. Smith, 
merely for the purpose of try ing “to save time and due to the fact that 
we have all of these other witnesses that we have to hear today, but 
seeing that the rest of the members of this committee have asked you 
all of those questions, I would not want you to get the impression that 
I was ignoring you and so that is one reason why I determined to 
ask you some questions. 

I gather from your testimony that you are opposed to hedging al- 
together. 

Mr. Surrn. I: am opposed to futures trading. 

Mr. Anruso. And that consists of hedging; you are opposed to 
hedging ? 

Mr. Smirn. I think that is one of the bad features of it, as I tried to 
point out. 

Mr. Anrvuso. That is what I understood. Do you do any trading 
yourself ? 

Mr. Smiru. You mean on the futures board ? 

Mr. Anruso. Yes, sir. 

Mr. Smirn. No, sir. 

Mr. Anruso. And I think you said that one of your main reasons for 
opposing trading is because you were dealing with a perishable com- 
modity, is that right ? 

Mr. Smirn. Yes, sir. 

Mr. Anrvuso. Are you against futures trading for all perishable 
commodities ? 

Mr. Smrru. All perishable commodities—it depends upon the defini- 
tion of “perishable.” 

Everything that the farmer grows is eventually perishable but 
perishable” “for me is something that is only going to last a few 
months, such as onions, cabbages, squash— 


“ 
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Mr. Anruso. What about eggs and butter, would you classify them 
as perishable commodities ? 

Mr. Smiru. I do not know enough about them to know how long 
you can keep those things. If you can keep them—— 

Mr. Anruso. Do you think that eggs and butter are not perishable ? 

Mr. Sairu. Oh, yes, they are going to go bad if they are not kept 
properly. 

Mr. Anruso. And, as a matter of fact, you can keep potatoes for 
almost a year, can you not? 

Mr. Smiru. No, sir. 

Mr. Anruso. You cannot keep potatoes for almost a year? 

Mr. Smiru. Not so well, you have got to watch them pretty closely. 

Mr. Anruso. How long would you say you can keep potatoes? 

Mr. Smiru. Well now, let me see, about 6 or 7 months. 

Mr. Anruso. Well, anyway, Mr. Smith, you are honest enough to 
say you have not used the exchange. Is that correct, sir? | 

Mr. Smirn. Yes, sir. I don’t see any use for it. 

Mr. Anruso. Well, I mean, you have not used it so you could not 
really be a judge of that ? 

Mr. Smiru. I can certainly be a judge of it. I felt the darn thing, 
yes, sir. 

Mr. Anruso. Do you think youcan? Well now 

Mr. Smiru. I see it every day and I have tried to tell you here in 
this statement. 

I have handled better than 700 lots of potatoes myself this year. 

Mr. Anruso. Mr. Smith, you have made a very excellent statement 
and I do not want you to think that unything—well, we do not have 
the time to g° into all of those things but I repeat that you have made 
a very excellent statement and I am sure that you are speaking for a 
certain number of growers. 

Are you speaking for growers who have never used the exchange? 

Mr. Situ. I presume the big majority of them never have, yes, sir. 

Mr. Anruso. That is what I thought. 

Mr. Smirn. Yes, sir, and they don’t want to, either, and they can’t 
afford to, either. 

Mr. Anruso. When you referred to these people who eat these pota- 
toes as “jokers,” just what did you mean there ? 

Mr. Swirn. Well, sir, I did not mean—“joker”—that is the wrong 
term to use, but I meant that they made no contribution to the potato 
industry and they could not eat a carload of potatoes no matter what 
happened—and you do not eat a piece of paper. ' 

Mr. Anruso. Well, it looks bad for the record and I wanted it for 
the record. I am sure that you don’t mean that anybody that eats 
potatoes is a joker. 

Mr. Smiru. No, sir, but these fellows on the board are—and our 
farmers think so, too. 

Mr. Anruso. I wanted that for the record. Thank you. — 

Mr. Hacen. Our next witness is Mr. Philip Luke, vice president of 
the potato section of the Vegetable Growers Association of America. 
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STATEMENT OF PHILIP LUKE, VICE PRESIDENT OF THE POTATO 
SECTION OF THE VEGETABLE GROWERS ASSOCIATION OF 
AMERICA 


Mr. Luxe. Mr. Chairman, gentlemen of the committee, I am Philip 
Luke, vice president of the potato section of the Vegetable Growers 
Association of America, with an office here in Washington, and I also 
am a lifelong potato grower from New York State and for several 
years was president of the Empire State Potato Club of whom Mr. 
Smith who just testified is now the president. 

Mr. Smith and I have plane reservations and very shortly we have 
to go to the airport. 

Mr. Hagen. What time? 

Mr. Luxe. Well, we have got to be there at 5 o’clock but we have 
open tickets so that we have got to make arrangements. 

Mr. Hacen. Well, we will have you out of here in 15 minutes. 

Mr. Luxe. Thank you. 

Now, I would like to file this statement for the potato section of the 
Vegetable Growers Association of America. 

Mr. Hacen. Without objection, it is so ordered. 

(The statement referred to is as follows:) 


STATEMENT OF THE VEGETABLE GROWERS ASSOCIATION OF AMERICA 


I am Philip Luke, vice president of the potato section of the Vegetable Growers 
Association of America. The association is composed of 45 affiliated organiza- 
tions, having membership in 25 States. We have a substantial membership in 
the potato industry from several States. I ama lifelong potato grower from New 
York State and for several years was president of the Empire State Potato Club. 
New York State potatoes are not sold on the futures market but we are vitally 
affected by the action in potatoes on the mercantile exchange. I resent very 
much the fact that my economy can be determined by factors unknown to me 
and over which there seems to be no control. 

The position of this association on potato futures trading has not changed 
since the extensive hearings on this subject before the House Agriculture Subcom- 
mittee in 1956. The association reaffirmed its position last December at its New 
Orleans convention. This resolution was unanimously adopted: “Onions and 
potatoes, by their very nature, are unsuitable commodities for futures trading. 
Such futures trading has in the past worked severe injury to farmers, and we 
do not believe that any corrective actions by the mercantile exchanges or the 
Commodity Exchange Authority can make a basically unsound situation healthy. 

“We strongly support legislation by the Congress to prohibit futures trading in 
these commodities entirely.” 

The pernicious conditions resulting from manipulated futures trading has not 
materially changed. The Vegetable Growers Association of America whole 
heartedly endorses H. R. 10282 by Mr. McIntire of Maine. 

Potato growers recognize that there were and are times producers could and 
have realized windfall profits from futures trading. The risks involved for the 
average producer are usually too great. The greatest bitterness, however, arises 
from the unscrupulous use of future contracts by speculators to manipulate 
the market which conspicuously on numerous occasions in the past resulted in 
complete demoralization of the market. 

This statement, Mr. Chairman, deals mainly with the economic principles in- 
volving our opposition to futures trading in potatoes. 

The recent history of potato futures trading on the board of trade clearly 
indicates that the objectives of the Commodity Exchange Act, that of maintaining 
fair and honest practices in the futures market, protection of the public interests 
against price manipulation, are being rather freely violated. This association 
believes that the bill, H. R. 10282, being considered would not violate the basic 
freedoms of those engaged in the production, marketing, and selling of potatoes. 
We believe the elimination of potato futures trading would fulfill the basie con- 
cept of law, that of restraining our destructive tendencies and not violate 
or direct our peaceful creative activities. 
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A basic question which must be considered by this committee is, “Are potatoes 
a suitable comodity for futures trading and are there any beneficial economic 
benefits derived from futures trading for potato growers?” ‘Testimony presented 
before the subcommitee 2 years ago on futures trading in perishable commodities, 
grower reactions to the question, the perishable nature of the commodity, and 
past performance all indicate a negative reply. 

Potatoes are a perishable commodity and can be stored only for relatively 
short periods. In fact, potatoes, with exception of onions, are considerably more 
perishable than most other commodities traded on the mercantile exchange. 
Some of the opponents of this legislation in debate will attempt to minimize this 
fact by saying wheat, cotton and other commodities cannot be held indefinitely. 
They can, however, be stored for more than one or two seasons. There is ab- 
solutely no value in carrying last season’s potatoes into the next, it is impossible. 
Improved and new varieties of potatoes, wide distribution of production areas, 
rapid transportation, and greater distribution of the potato growing season have 
and will continue to reduce the needs for future contracts. The potato grower 
must not only consider price, but he must also pay close attention to the quality 
of his crop, which will vary from year to year because of its deterioration and 
decline in price during the storage period. 

The natural characteristic of perishability of potatoes, as well as climatic con- 
ditions, exerts a constant pressure on potato producers, shippers, and traders. 
It also provides an ideal climate for the unscrupulous speculator to take advan- 
tage of producers because of these uncontrollable factors. It has been said that 
the problem is not futures trading but overproduction. This is undoubtedly true, 
especially in some years but may I point out that some of this overproduction has 
been artificially stimulated before the potato crop has been planted. 

It has been pointed out that extreme fluctuations existed before futures trad- 
ing was in operation and let me add that they will probably continue if futures 
trading is abolished. This is inherent in potato production. If these violent 
swings are caused by weather or overproduction, the potato grower accepts the 
situation and knowing the nature of these men they will accept the responsibility 
and correct the matter as soon as possible. The resentment arises when these 
fluctuations are artificially produced by the speculator for personal gain. 

A major function of futures trading in any commodity is to permit both pro- 
ducer and user of the product to hedge and thus spread his risks. Indications 
are that very few of the users, and very few of the producers, avail themselves 
to this function. In the case of the producers, very few have the financial re- 
sources to carry out a hedging operation. 

It would appear, therefore, that the greatest benefit derived from futures 
trading goes to the speculator, not the producer nor the consumer. 

The value of futures trading is very doubtful if the market becomes the 
vehicle for speculation and its adverse effect upon the potato producer. 

It has been apparent in the past that the potato futures market has tended 
to perpetuate overproduction with its concomitant adverse effects upon producers. 

In considering the facts concerning this legislation, it is important to consider 
the facts and not the emotional aspects. It has been said that elimination of 
potato futures trading would put hundreds of persons out of work. This, gentle: 
men, is one of the greatest perversions of the truth I have heard in a long time. 
No such thing will happen at all. 

It has been pointed out that if futures trading of potatoes is eliminated other 
commodities will follow. This is a hysterical approach in an effort to find rea- 
sons why this legislation should not be enacted. The vegetable industry is not 
interested in the other commodities with exception of onions traded on the 
exchange. We recognize the importance of futures trading in some commodities 
where future deliveries are essential and desirable. 

The industry overwhelmingly endorses the prohibition of potato futures trad- 
ing. Economic facts and actual practice have demonstrated the impracticability 
and distressing influence of potato futures trading on the producers and the cash 
market. The historical record clearly indicates the irresponsible and arbitrary 
function of the market with its distressing effects upon the producer. Evidence 
presented indicates that potatoes are a commodity unsuitable for futures trad- 
ing, therefore, the organized vegetable industry respectfully urges this committee 
to act favorably on the bill before it to prohibit the futures trading of potatoes. 


Mr. Luxe. I would like to make a few remarks. 
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As I said before, I am a lifelong potato grower in New York State 
except for 2 years. I have been affiliated with the potato organizations 
in New York State for a good many years and I know most of the 
growers of New York State. 

I would like to answer a question Mr. Anfuso asked of Mr. Smith 
a minute ago. 

You said, Mr. Anfuso, “Do you represent growers who hedge on 
the board?” 

Well, I can assure you that Mr. Smith did represent those because 
I happen to know that in these organizations that he filed that there 
are men who have used hedging operations on the board. 

Mr. Hacen. He said, “A great majority,” I believe. 

Mr. Luxe. A great majority of the New York State potato grow- 
ers do not even know what the mercantile exchange is, but there are 
some men that use it, but those same men almost to a man as far as 
I know will support this bill and they have told me so, many, many 
of them. 

Now, if there are no questions, I would like to file this statement. 

Mr. Hacen. Thank you. Are there any quest ions # 

Mr. Crurrrorp McInrine. Mr. Chairman, I would like to make this 
observ: es for the record, that it happens by virtue of my own back- 
ground I have been familiar with some of the organizations of the 
potato industry and I have had the pleasure of knowing something of 
the contribution that Mr. Luke has made to the industry as a whole 
in representing the New York potato growers. I consider him a very 
competent spokesman for the interests of the New York potato in- 
dustry as a part of the total package of the potato industry of the 
country, and I am very happy to see him have this chance to present 
his views to the committee. 

Mr. Luxe. Thank you very much, Mr. McIntire, and I deeply ap- 
preciate the privilege of appearing before you gentlemen today. 

Mr. Hagen. Thank you. 

Now, I believe that the next witness is Mr. Smith MeIntire who 
isa brother of one of the members of our Agriculture Committee. 


STATEMENT OF SMITH McINTIRE—Resumed 


Mr. Smirx McInrire. Thank you, Mr. Chairman. 

Mr. Chairman, I have previously indicated and I will make it very 
brief in this regard, that I was speaking as vice president of the 
Maine Farm Bureau Association, and also speaking for the American 
Farm Bureau Federation. I am a member of the fruit and vegetable 
committee. 

I am also one of the parties here officially representing the Maine 
Potato Council and I have asked for the incorporation in the record 
of the statement of the American Farm Bureau Federation. 

I will proceed from the point at which the recess was called. 

It is not necessary for me to emphasize that futures trading has 
demoralized the confidence of grower, shipper, and retailer in each 
other. Into this speculative marketing structure it has introduced 
the city doctors and lawyers and quick- dollar folks as well as the big- 
money interests and the manipulators, people who know nothing 
about potatoes, who do no real work and who make no real contr ‘bution 
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to the potato industry other than to gain a parasitical livelihood at 
the expense of the potato growers and/or the consumers. 

It is to retain this position and to protect these people and its own 
financial gains that the mercantile will argue that it is right to trade 
in Maine potatoes. Let me offer one more point in closing my re- 
marks. Suir 

It is a common assumption among many potato growers and others 
watching this effort to correct this ill, that nothing will come of this 
effort. It is assumed that because futures trading in wheat and many 
other commodities has proven useful that no corrective action can be 
obtained for the potato and onion industries which have had striking- 
ly similar experiences. . 

It is generally assumed that regardless of proven manipulations, in 
spite of congested markets that resulted from the deliveries on futures 
contracts, regardless of the known opposition of all of the major 
_ and potato industry groups, that in the end nothing will be 

one. 

The one grower also takes this position because he assumes that 
the influence of the Cotton Exchange and the Wheat Exchange and 
others will in the final analysis be brought to bear to see that futures 
trading in potatoes is not legally prohibited. 

Let me urge that the trading in potatoes is in no way comparable 
to the trading of nonperishables of the type mentioned. With pota- 
toes, each crop stands alone, with trading covering only a part of the 

ear, 
* The crop is storable only for a few months in Maine and many of 
the competitive areas are unable to store their crop at all. Thus, the 
opportunity for speculation and manipulation reaches a fever pitch 
as the end of the year is approached. 

This is not true of nonperishables where 1 year’s crop actually 
blends into another. 

There are numerous other aspects of this problem that one could 
present. However, let me conclude with this statement : 

Potato growers have had experience with futures trading for several 
years. They are reasonable people with an interest in sound produc- 
tion and marketing because their livelihood depends upon it. And 
they have been polled individually and collectively through the posi- 
tions that they have taken through their numerous organizations, 
several of these having been mentioned by other witnesses, they favor 
this bill and they hope to have its speedy enactment into law to the 
one end that they may be permitted to reap the rewards of their 
attempt to develop a sound marketing program for potatoes which 
constitutes practically their sole livelihood. 

That completes my testimony. 

Mr. Hagen. Mr. Anfuso? 

Mr. Anruso. Mr. McIntire, have you used the exchange at all? 

Mr. Smiru McIntire. Yes, sir. 

Mr. Anruso. Have you used it since 1946? 

Mr. Smrrxu McInttre. Yes, sir. 

Mr. Anruso. And have you used it to hedge? 

Mr. Smrrn McIntire. I have used it for actually, both purposes, 
hedging and speculation, in a very small way. I am ony a grower 
in the speculator aspects outside of those necessitated by the type of 
crop that I grow. 
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Mr. Anrvso. But you say you have used it as a speculator? 

Mr. Smirn McIntire. I have used it as a speculator and for—well, 
let me put it this way, sir. 

When you cease to be a hedger and become a speculator is not an 

sasy line to draw. I would say this, I have used it a hedge, and when 
I say I have used it, it is for very small cars, a very small group of 
cars. I have used it for as much as a 10-car sale and immediately 
reversed, immediately, intending it to be a hedge and reversed myself 
the next week, much like you might bet on a horse on the racetrack 
and after he has gone halfway around, if you had the opportunity, you 
could reverse your bet. And after I reversed I ceased being a hedger 
and become a speculator. 

Mr. Anrvso. I presume you do not regard hedging the same as 
betting on a horse. 

Mr. Smiru McIntire. That is your assumption ; I do. 

Mr. Anruso. You do believe it is the same as betting on a horse ? 

Mr. Smiryu McInrtre. I believe that futures trading is just exactly 
like betting on a horse. 

Mr. Anruso. But that is something you have done ever since 1946? 

Mr. Smiru McIntire. I have done it 2 years. 

Mr. Anruso. What 2 years? 

Mr. Smiru McIntire. Well, you said 1946. I would have to check 
a little. 

I made some purchases this year and I made some purchases the year 
before and whether it was in 1946 or not I could not say, it did not make 
enough impression on me. 

Mr. Anruso. Well, Mr. McIntire, you have used hedging even before 
you put your potatoes in the storage? 

Mr. Smitu McIntire. No, sir. 

Mr. Anruso. You have used it afterward ? 

Mr. Smiru McIntire. The earliest hedge I made or the earliest 
participation in futures buying or selling—I want to get away from 
this term “hedge,” because it has a certain aspect which different people 
interpret in different ways—— 

Mr. Anruso. Well now, when you start your planting in the 
spring—— 

Mr. Hacen. He did not finish his answer. 

Mr. Anruso. Didn’t you finish your answer # 

Mr. Smirn McIntire. My first purchase that I ever made was in 
August. My planting was planted in May—and let me follow this 
because you apparently want my experience in hedging, in purchas- 
ing potatoes on the Board or selling. 

Mr. Anruso. Well, I just want you to answer my question, and then 
it will develop by itself. Now, with your extensive experience In 
hedging : ; 

Mr. SmirH McIntie. It has not been extensive, sir. 

Mr. Anruso. Well now, I am sure that when you have planted you 
have known what the futures market would be; 1s that right? 

Mr. Smirn McIntire. The term futures market—do you ask me 
if I have known what the figures as quoted on the New York marketing 
exchange were ? 

Mr. Anruso. Yes. 
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Mr. Smiru McIntire. I have known what their public bid was as 
of that at. 

Mr. Anruso. Their public what, sir ? 

Mr. Smita McInrire. What amounts, to me, as the bet that some 
people were making as to what the price would be at some future date. 

Mr. Anruso. Would you like to have your testimony rest on the fact 
that this hedging isa bet ? 

Mr. Smirx McIntire. I certainly would. 

Mr. Anrvuso. All right; all right. 

Mr. Smira McIntire. And I have previously testified to that 
effect. 

Mr. Anruso. Last year, last spring; did you not ? 

Mr. Situ McIntire. Certainly. 

Mr. Anruso. And at that time you knew what those products would 
bring the following March; did you not ? 

Mr. Smiru McIntime. No. 

Mr. Anrvuso. Was it not quoted on the board ? 

Mr. Smiru McIntire. I knew what the board said. 

Mr. Anruso. Yes. 

Mr. Smiru McIntire. I knew what it said. 

Mr. Anrvso. All right, and the board gave you a figure of some- 
thing like $3, is that right ? 

Mr. Smiru McIntire. Last year? 

Mr. Anruso. Yes, last year. 

Mr. Smiru McIntire. I want to check that but I think you are very 
much in error, sir. 

Mr. Anruso. All right. 

Mr. Smiru McIntire. If I would guess, it was nearer—it would 
amount nearer to $1.75 a barrel and the Maine growers have a cost 
of production of $2.50 

Mr. Anruso. A cost of production of $2.50? 

Mr. SmirH McIntire. Right. 

Mr. Anruso. And you say that the price shown on the board for 
potatoes that you planted last spring for delivery in March was $1.50? 

Mr. Suirx McIntire. I am taking the November—— 

Mr. Anruso. I am taking March. 

Mr. Smiru McIntire. I do not remember the figure, but it might 
have been $2, I am guessing, sir. 

Mr. AnFuso. You are sure it was not around $3 ? 

Mr. Smirn McIntire. Well, I wouldn’t know, I am quite sure it 
wasn’t, though. 

Mr. Anrvuso. Whatever the price was, it was there for you to see, 
wasn’t it? 

Mr. Smrru McIntire. I could see the quotation, certainly. 

Mr. Anruso. And would you ignore or would you take that as a 
guide as to how much you would plant ? 

Mr. Smiru McIntire. I would completely ignore it as a statement 
of fact. 

Mr. Anruso. You would completely ignore it ? 

Mr. Smrru McIntime. Certainly. 

Mr. Anruso. And would you ignore it for the simple reason that you 
were speculating ? 
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Mr. Smiru McIntire. I would ignore it for the simple reason that 
[ am convinced that the people who arrived at that figure had no 
knowledge of what the price would be because I believe they are as 
unable to interpret the size of the corp that is being planted in Maine 
as Ll am, as a grower, and I believe that as a grower I know more 
about it than the doctor in New York. 

Mr. Anruso. And you feel that they cannot determine it? 

Mr. Surru McIntire. I feel certain they cannot interpret it because 
the price today, if they had been able to determine it accurately, the 
price this last March should have interpreted or should have con- 
firmed their interpretation. 

Mr. Anrvso. It so happens that the price today is about the same 
as it was in March when they were quoting the product that you put 
into the soil last May. 

Mr. Smirx McIntire. Are you saying, sir, that the price quoted last 
May for March’s 

Mr. Anruso. For March, yes, for March. 

Mr. SmirH McIntire. Was the same—— 

Mr. Anruso. Is about the same as it is today. 

Mr. Smiry McIntire. Today is not March, sir. 

Mr. Anruso. But about the same as it is today. 

Mr. Smrru McIntire. Well, I know, but had I made a sale last May 
on the board it would have been on March's, it would have been a 
March sale. 

Mr. Anrvuso. If you delivered in March you would have gotten 
about $3 ? 

Mr. Surry McIntire. That I would want to see. 

Mr. Anruso. All right, you can check on that: and the price today 
on the market for that product that you planted in May last year is 


Ay 


about $3 ? 

Mr. Smiru McIntire. In my opinion, sir, you are substantially in 
error. 

Mr. Anrvso. All right, let us see how much I am in error and let 
us see who is in error. 

Mr. Hussey testified before us—do you know Mr. Hussey 4 

Mr. Surru McIntire. Certainly, very well. 

Mr. Anruso. And he said that the November contract was selling 
at $2.30. Is that correct? 

Mr. Smira McIntire. Well, I would not know, I would have to 
refer to the record, I don’t recall. 

Mr. Anrvuso. Do you know what the March contract is selling for 
next year ? 

Mr. Smrru McIntire. The March for next year—well, no, I don’t 
know. Ihave an idea. nde 

Mr. Anruso. The March closing yesterday was at $2.72, which is 
42 cents more than that quoted by Mr. Hussey. 

Mr. Smrrn McIntme. I think we are getting ourselves confused 
somewhat. 

Mr. Anruso. Iam not confused. 

Mr. Smrru McIntme. Well, if you are not, I am testifying, and 
T am. oe Ei 

Mr. Anruso. Well, if you are confused, let me clarify it. 
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Mr. Hussey testified that for potatoes which would be sold and to 
be delivered in November the quotation on the market yesterday was 
$2.30. Is that correct—did you hear him testify ? 

Mr. Smrru McIntire. I heard him testify. I don’t recall the figure 
but I will accept your statement that he gave it. 

But, sir, I thought that your line of questions started like this, that 
if last May when I planted potatoes, if I was not interested in making 
a March hedge. 

Mr. Anruso. No, Mr. McIntire, I did not say whether you made a 
hedge or not and I merely told you that and then I skipped that point 
because I am on another point, I merely told you that when you planted 
your 1957 in May—let us get this record straight. 

Mr. Smiru McIntire. That is what I would like. 

Mr. Anruso. In 1957 the market price, the March delivery price of 
that product was around $3. 

Mr. Smrrn McIntire. For March 1958? 

Mr. Anruso. That is right. 

Mr. Smirn McInrime. All right. 

Mr. Anruso. Which is about the same price as it is today. 

Mr. Smirn McIntire. Yes. 

Mr. Anruso. Now, the price on the market today, the quotation on 
the market today for that same product is about $3, isn’t it? 

Mr. Smiru McIntire. That may well be but, sir, you are comparing 
the market price last year on May 1, let us say, with March prices this 
year on May 1. 

Mr. Anruso. Right. 

Mr. SmirH McIntire. Well, I am confused as to what point you 
are making in that question. 

Mr. Anruso. The potatoes which were grown last May 1957, were 
quoted at that time for March delivery at around $3? 

Mr. Smirn McIntire. Yes. 

Mr. Anruso. Those same potatoes which were grown in May of 
1957 today are quoted at the exchange at around $3 as of yesterday. 

Mr. Smiru McIntire. The $3 quotation, sir? 

Mr. Crtrrorpv McIntire. May I make this point, Mr. Chairman, that 
the potatoes planted in May 1957, have absolutely no relationship to the 
March contract which is now quoted on the board because that is an- 
other crop. 

Mr. Anruso. Well, we are talking about exactly the same crop that 
you had in May. 

Mr. Currrorp McIntire. Let me point out, because this is the point, 
Mr. Anfuso, on which I think that you are perhaps slightly confused, 
because the planting in May 1957, can be delivered only on a March 
contract of 1958. 

Mr. Anruso. All right. 

Mr. Currrorp McIntire. And that contract is already out of ex- 
istence and the only potatoes that can be dleivered on the March con- 
tract 1959 is the crop that will be planted this spring, which has ab- 
solutely no relationship to the 1957 and 1958 crops. 

Mr. Anruso. Well, is there a quotation today for potatoes which 
were grown in May 1957; is there a quotation ? 

Mr. Smirn McIntire. No, sir; that contract has already been termi- 
nated and the price is at least twice as high, and I am guessing here, 
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when the March termination date arrived, the price was at least twice 
as high as if—you are confusing 2 years where there is no relationship, 
and—— 

Mr. Anrvso. Are you saying you cannot sell the potatoes which 
were planted in May today on the board ? 

Mr. Smiru McIntire. You could sell them on May, on May delivery, 
although I do not know why you would as May is here. 

Mr. Anrvso. You can sell them on M: ay delivery, May 1 delivery ? 

Mr. Surry McIntire. On May 1, you could sell them, theoretically 
you could sell them. 

Mr. Anruso. And isn’t that quotation, $3? That is what I am talk- 
ing about. 

Mr. Smiru McIntire. You were talking about March. 

Mr. Anrvso. I am talking about the same potatoes—let us not con- 
fuse the issue. We are talking about the potatoes which were grown 
last May. 

Mr. Smiru McIntire. Allr ight. 

Mr. Anrvuso. And those potatoes were quoted for delivery in March 
for about $3. 

Mr. Smiru McIntire. In March 1957 or 1958? 

Mr. Anrvuso. March 1958, for delivery in March 1958. 

Mr. Smiru McIntire. Allright. 

Mr. Anruso. They were quoted around $3. 

Mr. Smrru McIntire. All right. 

Mr. Anruso. Now, I am asking you, today can you buy those same 
potatoes grown in May on the board for around $3? 

Mr. Smiru McIntire. No; you cannot. 

Mr. Anruso. You cannot buy them ? 

_ Mr. Smrrn McIntire. No; we are now at the first of May; March 
1s past. 

{r. ANruso. You cannot buy potatoes grown in May on the board 
for delivery in May for around $3? 

Mr. Smiru McInviree. Sir, if I had planted potatoes in May 1957 
and was hedging them or sold them on a May contract in 1958, I would 
be up to my ‘delivery date now, but had I sold them on a March con- 
tract, then I would already be 2 months past the delivery date on a 
March contract. 

And let me point out that the March contract, the delivery time, 
the actual price, and I am guessing now, was at least twice what the 
hedging price would have been had I made the sale last May 

Mr. Anrvso. Excuse me, Mr. McIntire, let us not dwell on tech- 
nicalities. I am merely talking about the production of potatoes for 
last May, last year, that is the time you were planting ? 

Mr. Suiru McIntire. That is correct. 

Mr. Anrvso. And I am sure that by the end of May you had all of 
it planted. 

Mr. Smitu McIntire. Well, we hope it would be. 

Mr. Anruso. And you are ‘still selling those potatoes which were 
grown in May? 

Mr. Sara McIntime. In the real market, not on a paper market. 

Mr. Anruso. You are selling on the real market? 

Mr. Smitty McIntire. On the real market, sir. 

Mr. Anrvso. All right, and you are getting around $3 and maybe 
more for them, aren’t you ? 
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Mr. Smira McInrme. Well, I want to check the prices. The price 
is very much depressed, it has dropped one-third in the last 2 weeks. 

Mr. Anruso. Well, let me ask you this. You are going to do some 
planting in May, aren’t you? 

Mr. Smiru olonaen I hope to, sir. 

Mr. Anruso. All right. Now, Mr. Hussey testified that if you 
sell those for November contract for November delivery, the price 
is $2.30 and he said that it cost about $2, so the farmer could not—— 

Mr. Smiru McIntire. I think that his figure for the cost of produc- 
tion—well it is better than $2. 

Mr. Anruso. It is better than $2. That is right, so that certainly 
they could not afford to sell for $2.30. Is that right ? 

Mr. Smiru McIntire. I am not trying to confuse you, I am just 
trying to arrive at some language 

Mr. Anruso. I don’t think we are confused. 

Mr. Smrru McIntire. I know, but I am trying to point out facts. 

Now, you can offer in times of desperation, you can very often 
make actual contracts with growers for potatoes for less than the cost 
of production and that has been often demonstrated because as a 
grower I do not have alternatives, and I would be giving my labor 
away in order to produce a crop, and it is very often true that you 
can get a futures sale of potatoes at less than the cost of production ? 

Mr. Anruso. And you would be satisfied with that ? 

Mr. Smitru McIntire. It is not a question of being satisfied, sir, it 
is a question of the relationship of opportunity—— 

Mr. Anruso. Well, I would rather be on your side for a minute, 
and I hope that you will follow me because I am merely trying to get 
this record straight. 

Mr. Smiru McIntire. And Iam trying to help. 

Mr. Anruso. We are both trying to help and so if you are trying 
to help, then please answer this question. 

You are going to do some planting in May of this year? 

Mr. Smiru McIntire. I hope to plant 100 acres, 

Mr. Anruso. And already there is a quotation on that product for 
delivery in November, November contract at $2.30 on the exchange; 
isn’t that correct ? 

Mr. Suir McIntire. I assume it is. 

Mr. Anruso. That is what Mr. Hussey testified; do you believe 
that to be true? 

Mr. Smirn McIntime. [think it is, probably. 

Mr. Anruso. And naturally you would not sell at $2.30 because 
you would not be making any money. 

Mr. Smirx McIntire. I would not personally do it, but there are 
many growers who will sell part of the crop under that condition. 

Mr. Hacen. Would you yield ? 

Mr. Anruso. I would like to finish this point. 

Now, those same potatoes, however, which have not been produced 
as yet, yesterday when there was a quotation for $2.30 for November 
contracts—yesterday there was a quotation for $2.72 for March. 

Mr. Smita McIntire. That is correct, probably. 

Mr. Anruso. Why isn’t that stated ? 

Mr. Suirrn McIntire. Why isn’t what? 

Mr. Anruso. Why wasn’t the March contract stated ? 

Mr. Smiru McIntire. It is a matter of record. 
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Mr. Anruso. Well, now, wait a minute. Youstate the lowest. Why 
not state the facts ? 

Mr. Smiru McIntire. Well, you are failing to recognize, sir-—— 

Mr. AnFuso. I am not failing to recognize anything; you people 
are trying to fail to recognize 

Mr. Currrorp McIntire. I suggest we let the witness proceed. 

Mr. Smirn McIntime. You would not recognize, because you are 
not acquainted with the storage cost of potatoes, you do not recog- 
nize that potatoes for March delivery at $2.70, that that may not 
a better price than November potatoes at $2.30, because you do not 
perhaps appreciate the losses from insurance and from shrinkage dur- 
ing that time, and I would seriously consider $2.30 along with $2.70— 
the prices are not particularly different. 

r. Anruso. You do not think that if a farmer really wanted to 
cere himself and not gamble—and we are not talking about gam- 
ling, I am opposed to gamblers, too, and I don’t gamble. 

Mr. Smiru McIntire. I do not either. 

Mr. Anrvuso. But if you want to talk about insurance, if you are 
just talking about hedging, I am trying to tell you right now that if 
farmers wanted to be protected they already have a quotation of 
$2.72 before they even sand on a ame which everyone knows costs 
around $2, they can sel] that right now and if they want to hold out 
they might get more, or they might get less. 

Mr. Smrrn McIntire. I would comment on this in this respect, that 
hedging at $2.30 guarantees you against the opportunity to make an 
income and I would say that $2.70 falls in the same category. 

Mr. Anruso. Mr. McIntire, I would go along with you in this re- 
spect, that I think it would be very foolish after the $2.30 figure, but 
I say that if he wanted to protect himself and was in the business— 
you could sell a car at $2.72 and then wait for a better price, if you 
can get it—hedging is a protection, isn’t it? 

Mr. Smitu McIntiee. I would like to point out, sir 

Mr. Anruso. Would you answer me? 

Mr. SmirnH McIntire. I have commented that it is a protection 
against the possibility of my making an income on that portion that 
T sold at that figure. 

Mr. AnFuso. You would rather do away with it, wouldn’t you? 

Mr. Smirn McIntime. Certainly, without reservation. 

Mr. Anrvuso. You would disagree with the commissioner of agricul- 
ture of your State, and you would disagree with the prior witnesses ? 

Mr. SmirH McIntire. To the extent that they stated their prefer- 
ence for it, I would. 

Mr. Anrvuso. All right. I just want to be clear, if there is disagree- 
ment in your State of Maine. 

Mr. Smirx McIntire. I would like to put into the record, sir, be- 
cause of the implications that have been made here from time to time, 
that this vehicle was used by a large number of producers and after 
years of experience with them, I want to put in the record that less 
than 10 percent of the growers in Maine, and this is my estimate and I 
would welcome your obtaining testimony on it, that less than 10 per- 
cent, and I would venture 5 percent of the growers ever bought or sold 
a car on the futures market. 

Mr. Anrvso. In other words, you are now saying that the futures 
market only affects 10 percent of the growers? 
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Mr. Smirxa McIntme. I am saying what I have already said, that 
they have never directly bought or sold a car on the futures market, 
but I am certainly not saying that the futures market, with all of its 
ramifications, has not had a direct influence on every person growing 
or selling potatoes. 

Mr. Anruso. The point, as I say, is that the farmers if they wanted 
to can ignore that and ignore it completely 

Mr. SmirH McIntire. Well, what I am saying, they are by no 
means required to buy or sell a car themselves, but I am saying that 
they have no means at the present time of avoiding the detrimental 
influence resulting from this type of trading. 

Mr. Anruso. And you are saying that 90 percent of the farmers 
avoid the market all together ¢ 

Mr. Smrrxn MoInrtre. I am saying that 90 percent of the farmers 
never made a direct purchase, but they are not able to avoid the in- 
fluence of the market on the whole structure of the potato market. 

Mr. Anruso. Well, when potatoes were selling at around $5 or $6 
or $7, did the farmers complain ? 

Mr. Smrra McIntire. Well, they were not complaining, but their 
opinion would have been the same had they been asked the question 
because these polls have been taken and I have taken some myself that 
had been run prior to that time and I believe there is plenty of evidence 
that 

Mr. Anruso. Well, suppose that potatoes on the Board had con- 
tined at $5, $6, or $7, do you think your people would be interested 

Mr. Smrru McIntime. I have consistently opposed this, represent- 
ing the organizations that I am here representing and they are on 
record for the past 3 years in opposition consistently and I am in no 
way influenced by current prices of potatoes or the prices a month 
ago. 

Fundamentally this thing is bad and the growers are bright enough 
to be able to judge it after the experience they have had and their 
opinion is against it. 

Mr. Anruso. Are you a member of the council that Mr. Hussey 
spoke about ? 

Mr. Smrru McIntire. I an, sir. 

Mr. Anrvso. Are you a member of the same council that made cer- 
tain requests from the exchange and certain recommendations, is that 
the council you are talking about ? 

Mr. Smirxn McIntire. It is the same council that we are all mem- 
bers of. 

Mr. Anruso. And this is the council that Mr. Hussey said made 
certain recommendations to the exchange, is that right ? 

Mr. Surrm McIntire. I personally participated in a meeting at 
which exchange representatives got up and tried to sell this idea to 
us some years ago. Mr. Watts was in attendance and there are other 
people in the room that attended the same meeting. 

The exchange was interested in doing two things, improving pub- 
lic relations and instituting a discussion of possible changes, changes 
which we suggested at the time had never been made and I have in 
that contact and other contacts with those, both in New York and 
Chicago, sat in conferences with individuals on the exchange and it is 
my opinion that there is no attitude of cooperation whatsoever or 
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no evidence that there will be on the part of the administrative heads 
of either New York or Chicago. 

Mr. Anrvuso. All right, now, we will get to this point that I want 
to make. You had made recommendations for the exchange, is that 
correct, the council ? 

Mr. Smirn McIntire. There were ideas discussed at that meet- 
ing, some of them projected by the exchange authorities themselves. 

Mr. AnFuso. All right, and is it a fact that the exchange first asked 
vou people from Maine to form a committee to so advise the execu- 
tive committee of the exchange? 

Mr. Smita McInNtTIre. The exchange has—there is a history of the 
exchange having had on paper a so- -called advisory committee, but 
it is my understanding that it was not operative, some 3 years ago 
in attempt to improve public relations they did two things, they 
asked that an advisory committee be considered and they also hired 
themselves a public relations officer to conduct a press campaign to 
smooth out the program as far as the public was concerned. 

Mr. Anruso. And this advisory committee, Mr. McIntire, was com- 
posed entirely of men from Maine, wasn’t it? 

Mr. Smrrx McIntire. The: advisory committee set up—— 

Mr. Anruso. Answer my question, please. 

Mr. Smrrxa McIntire. Which one are you referring to ? 

Mr. Anruso. There was a committee made up entire ‘ly of men from 
Maine who made suggestions to the exchange, a committee from 
Maine. Were you a part of that committee ? 

Mr. Smirx McIntire. I don’t think so, sir. 

Mr. Anrvuso. Do you know of such a committee ? 

Mr. Smrrn McIntire. I do not know of an advisory committee set 
up by the council, but I know of one that was set up by the exchange, 
not by the council. 

Mr. Anruso. And is the committee you are talking about, was that 
exclusively men from Maine? 

Mr. SmirxH McIntire. I am not aware of that—there were men 
from Maine on it. 

Mr. Anrvso. Well, answer my question, do you know of a commit- 
tee composed of men exclusively from Maine? 

Mr. Smiru McIntire. No. 

Mr. Anrvuso. And the committee advised and made recommenda- 
tions to the exchange—do you know of such a committee ? 

Mr. Smirn McIntire. Sir, can I answer this way? I know that a 
committee was set up on which some of the members! 1ip was of Maine, 
whether they all were or not I cannot say, I believe it was set up 2 
years ago. 

Mr. Anruso. Mr. McIntire, I am not trying to be critical, believe 
me, and I know that you are being honest and all I am trying to do is 
that I want you to understand—you are talking about a general com- 
mittee composed of members some of whom were from Maine and some 
from elsewhere, but I am asking, do you know of a committee, and if 
you don’t know, just simply say so, composed exclusively of men from 
Maine which made certain recommendations? 

Mr. Smirn McInrire. Established by whom? 

Mr. Anrvuso. The exchange asked you people from Maine to form a 
committee exclusively of men from Maine to advise the exchange and 
to make recommendations as to any objections you may have. 
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Mr. Smiru McIniime. I don’t know of that particular—a committee 
organized by that particular group. 

Mr. Anruso. Then say you don’t. 

Mr. Smiru McIntire. Well, I did, sir, as soon as I knew which one 
you were talking about. There are several committees up there. 

Mr. Anruso. All right. Now, do you know that this committee 
from Maine made three suggestions? One was a change in point of 
delivery 

Mr. ae Well, if he doesn’t know the committee, how would he 
know that ? 

Mr. Anruso. Do you know of a committee—— 

Mr. Smiru McIntire. I have attempted to tell you, sir. 

Mr. Anruso. Well, let me tell you what they suggested. First, and 
maybe this will refresh your recollection—these three recommenda- 
tions they made to the exchange. One was a change in point of de- 
livery. Second was a change in delivery days of the month, and third 
was a change in weight of contract units. Does that strike a bell ? 

Mr. Smiru McIntire. It does to this extent, that I know of a com- 
mittee that also recommended Portland as a delivery point and recom- 
mended Presque Isle as a delivery point. I do not know whether those 
were the same recommendations which were incorporated in that 
statement or not. 

Mr. Anruso. Do you know of a recommendation for delivery point 
in Boston instead of New York? 

Mr. Smirn McIntire. Well, I have heard of Boston and I have 
heard of Portland and I have heard of Presque Isle. 

Mr. Anruso. That is the committee we are talking about. 

Mr. Smirx McIntire. I have heard of the recommendation, I do not 
know the membership of the committee. 

Mr. Anruso. Do you know all three of those recommendations were 
adopted by the exchange and that the delivery point is Boston instead 
of New York and that the days for delivery have been changed and 
the weight has been changed from 45,000 pounds to 50,000 pounds? 

Mr. Smiru McIntire. I am aware of that change—when did the de- 
livery point of Boston become effective? It is fairly recent. 

Mr. Anruso. Iam sorry I cannot tell you that. 

Mr. Hacen. Where did you get your information ? 

Mr. Anruso. I got my information from the exchange. 

Mr. Crirrorp McIntire. May I say in answer to Mr. Anfuso’s ques- 
tion that the New York Mercantile has opening a November 1958 
contract for delivery at Boston and let me say that is specifically for 
only the November contract. 

In relation to the 50,000 pounds, that is a decision of the exchange 
except they have accepted what has been set up as a new rate of freight, 
and in order to get delivery to New York or anywhere else they have 
had to accept that 50,000. 

Mr. Anruso. Congressman McIntire, are you saying that you would 
like to make other requests as to the points of delivery or that they be 
extended for other periods of time, are you saying that, are you saying 
ame the board has ignored any of your requests? I would like to 

ow. 

I would like to know, first of all, whether or not you did make a 
request for the change in point of delivery and whether that was 
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granted and whether you made a request for change in delivery days 
of the month and whether that was granted, and I would like to know 
then if a request was made for a change in weight of contract units 
and whether it was granted—and I say they were granted, unless 
you know to the contrary 

Mr. Smiru MoInvire. And I say, while they have not been operative 
on a Boston delivery, that change has been made as indicated by 
Congressman McIntire, and I say there have been other requests that 
were discussed at the same time that have not been made operative, 
but I would further state that it is my opinion and that of the people 
I represent that with all of the polishing up that can be done, this 
thing is fundamentally wrong and 

Mr. Anrvso. That is not responsive, and I don’t want you to skip 
that question, we want to get the facts. 

I want to know if you made other requests. Did you make other 
requests other than these to the exchange which have not been carried 
out ? 

Mr. SmitH McIntme. I was not a member of the committee and I 
don’t have a copy of the record. 

Mr. Anruso. Then you don’t know whether or not there were other 
recommendations ? 

Mr. Smitru McIntire. I would like to put into the record —— 

Mr. Anruso. Just a minute, please answer my question and I will 
allow you to put anything you like in the record. 

What is your main objection to this, that it is dealing in perishable 
commodities, in a perishable commodity, is that your main objection ? 

Mr. Smiru McIntire. My main objection to that, sir, is that it 
provides an institution for the exaggeration of price changes, making 
no contribution to the problem, the fundamental problem of trans- 
ferring a good edible commodity from the producer to the consumer. 

It is an added cost that has been projected in between the producer 
and the consumer, an added item which either the producer or the 
consumer must pay and that may vary from time to time. 

Mr. Anruso. Have you proposed to the Commodity Exchange 
authorities such a recommendation ? 

Mr. Smitu McIntiee. I have participated in discussing with rep- 
resentatives of the Commodity Exchange Authority and without mak- 
ing criticism of the organization as such, they did say that in dealing 
with this problem it was hopelessly unable 

Mr. Anruso. To correct it ? 

Mr. Smrru McIntire. That is correct as far as the potato future, 
hopelessly unable to do anything but record history and penalize 
people after. 

Mr. Anrvuso. And you have made written objections to the Com- 
modity Exchange authorities? 

Mr. Smrru McIntiee. I don’t think it is necessary—we have been 
in consultation with representatives. 

Mr. Anruso. You have been in consultation ? 

Mr. Smrrn McIntire. Certainly. 

Mr. Anrvso. And you say that the only way that you can correct 
the thine and do what vou want to do is to close the exchange and stop 


it from dealine with futures in relation to potatoes ¢ 


Mr. Surru MecUwrier. I em a preducer of potatoes 
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Mr. Smiru McIntire. That is my conclusion. 

Mr. Anruso. And that is your only solution ¢ 

Mr. Smiru McIntire. Yes, sir, and the exchange has been so in- 
formed in public meetings that have been partic ipated i in by me and 
others. 

Mr. Anruso. In other words, it is your own personal feeling that 
you want to close an institution with such a history and such an origin 
and 

Mr. Smrrxu McInvire. It is not only my personal opinion, it is also 
the opinion of the people I represent and the history or the origin of the 
organization is not pertinent. 

Mr. Anruso. And in spite of the faults that you find, you have not 
hesitated to use it for both hedging and speculation, however ? 

Mr. Surin McInvire. I have indicated—C ongressman, you started 
out by using this question, “Did you ever participate?” as evidence of 
whether or not I knew anything about this thing and now—— 

Mr. Anruso. If I may correct you, the word “speculation” was 
taken right out of your mouth, you said it first. 

Mr, Surru McIntire. That is correct. I have bought and sold pota- 
toes in very small quantities on the exchange and I—— 

Mr. Anruso. Let me ask you this—— 

Mr. Smiru McIwnrire. I have a statement, sir. And I said that 1 
answer to the implications which you have te making, the aston \- 
tion that had I not done it I would not be a qualified w itness here. 

And now you turn around and use the same statement to prove or 
suggest that because I have done it I must approve of it. Your impli- 

‘ation, sir, has no bearing. Iam in the business in which I have to take 
certain steps based upon what there is available to me and I have used 
it under that condition and I have opposed it consistently while I was 
using it and will continue. 

Mr. Anruso. Mr. McIntire, I am not implying anything from any 
statement you have made. I will accept your own word that you 
used the market both for hedging and for speculating and that state- 
ment was made by you and not by me, sir. 

Mr. Surru McInviee. That is correct. 

Mr. Anruso. All right. Do you object to the other markets which 
deal in perishable commodities ? 

Mr. Smira McIntire. I have no knowledge of other markets and 
I have no particular reason to have an opinion as to whether other 
markets should be dealing in futures or not although I may in potato 
futures, there need be no connection between potato futures and 
others such as wheat, grain, or something else, and, therefore, I con 
fine my remarks strictly to potatoes. 

Mr. Anruso. In other words, you are not ready to present your opin- 
ion on any other commodity merely because that may be perishable 
or not ? 

Mr. Suir McIntire. I recognize my lack of knowledge of other 
products. 

Mr. Anruso. That is all right, that is a fair statement. Therefore, 
the fact that a commodity may be perishable is no reason why it should 
be curtailed ? 

Mr. Smiru McIntire. That is your statement, sir. 

Mr. Anruso. Well, I am saying that—do you mind? Iam asking 
you either to confirm or deny it. 
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Mr. Hagen. He said he had no knowledge. 

Mr. Anruso. Will the reporter repeat my question ? 

(The question was read. ) 

Mr. SmirH McIntire. I would be of the opinion that in the case 
of potatoes the perishability of potatoes was a real reason—whether 
the perishability of eggs or butter or something is, I would leave to 
the producers of those commodities. 

Mr. Anruso. And would you say that the only reason why you want 
to curtail trading in potatoes is because they are perishable 

Mr. SmirH McInrire. I would say that the fundamental reason 
why I want to curtail and to eliminate futures trading in potatoes is 
because it is fundamentally bad for producers and the marketing of 
real things—— 

Mr. Anruso. Fundamentally you object because you think the 
trading in futures isa gamble ? 

Mr. Smira McIntire. That is not what I have said, sir. I said 
I object to it because it encourages speculation and other activities to 
a degree that is detrimental to those who are producing real edible 
and marketing real edible potatoes, and buying them as consumers. 

Mr. Anrvuso. Well, when potatoes were selling on the exchange at 
$5. 86, or $7, were you selling them / 

Mr, Smiru McIntire. $5, $6, or $7—no, sir, I had potatoes that 
sold in the real market, which I was busily putting out—and I would 
quickly tell you that $5 was the price I sold the bulk of the real potatoes 
and I still have potatoes now which I have been unable to sell because 
of the lack of offers—— 

Mr. Anruso. Let me ask you this question, and I will regard you 
as an authority in this field when I ask you this question. 

There was some feeling on the part of growers in Maine that there 
would be a shortage of potatoes for the simple reason that the farmers 
in Florida went through a frost and therefore the farmers in Maine 
thought that because there may be a shortage and by holding out you 
would get a higher price for your Maine potatoes—wasn’t that taken 
into consideration ? 

Mr. Smirin McIntire. Well, I don’t think there is any question but 
what that situation existed since we were producing potatoes- 

Mr. Anruso. And wasn’t it taken into consideration ¢ 

Mr. Smiru McIntire. Certainly, but if you will check on the move- 
ment of cars of real potatoes, you will find that our pattern of move- 
ment this year, month in and month out, has been one of the most 
desirable patterns from our standpoint—you are talking of real 
potatoes ¢ 

Mr. Anruso. Yes. 

Mr. Smirvu McIniire. And our movement of potatoes after hearing 
of this frost has been particularly uniform and the consumer has been 
getting what he needed and what he wants and we have not held back 
potatoes because of the Florida frost. 

Mr. Anruso. Thank you, Mr. Chairman. 

Mr. Hagen. I would like to ask you a question. Did the futures 
ever go to $5 or $6 or ST? p 

Mr. Saitrn McInrme. Yes—wait a minute, just a minute, $6—I 
think I am confused a little, I think that was on the barrel. 
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Mr. Hacen. What is a barrel, what does that amount to in pounds ? 

Mr. Smiru McIntire. It is 165 pounds and getting it down to the 
street price, the price of potatoes, oh, roughly, got up to $6.50 a 
barrel during the peak of the fever and is now somewhere between $3, 
that is to the grower, United States No. 1, that is now about $3.75 

Mr. Hagen. I want to ask you another question in connection with 
certain remarks made that would indicate that the potato growers 
might be seeking to hold up the marketing and so forth; but who 
profits by that? I mean, suppose we say that the market warrants 
a $6 price due to the supply and demand situation for potatoes, who 
is the beneficiary if somebody on the board is able to buy them at $3, 
and who is going to sell them at $6 if the market warrants it—he is 
the one that collects that extra $3 rather than the farmer ? 

Mr. Smira McIntime. That is correct, but let me point out this 
point which you have not given emphasis, that if you will check the 
price of potatoes in the market here today, as I did in Maine, the 
growers of potatoes in the little community of Pittsfield which is a 
distance of 175 miles from Presque Isle, those people are having—and I 
am just grabbing the figures—they would have stood the cost of about 
$4.50 to $4.75 including the packing price, and that is on a barrel 
basis, there was a $3 markup between that and 200 miles and, now, the 
consumer was paying that because with all of the confusion here in the 
trade with these things being done by speculators, forcing it up and 
down, the trade has got to take something above the middle in order 
to guarantee a profit, and so to get a widening of your spread between 
the producer and the consumer, as we introduced the confusion in this 
field—it is only by widening of the spread that he can guarantee him- 
self against a loss in case he made a mistake. 

Mr. Hacen. Will you just describe how a hedge operates? Maybe 
that is too long to ask at this late hour. 

Mr. Smirxu McIntire. As a grower, and let us not tie it to any par- 
ticular time, if a grower, let us say, just take May because that is what 
we were talking shout, I come to May, and I } 

Mr. Anruso. Before you answer that, excuse me, if I say something 
off the record. 

Mr. Hacen. Certainly. 

(Discussion off the record. ) 

Mr. Hacen. Mr. McIntire, we will not conclude this hearing today 
and we might ask you to come back. 

Mr. Smiru McIntire. I would be pleased to do so. 

Mr. Hacen. And certainly we want to hear the other witnesses. 
We will excuse you now because—you know, we would like to ask 
you more questions, but there are these other witnesses here, some of 
whom have come from long distances and who have to leave. 

Mr. Smrrn McIntire. May I say that a number of the other wit- 
nesses all come from Maine, and I suggest that they could all sit at 
the table together. 

Mr. Hacen. Off the record. 

(Discussion off the record.) 

Mr. Hacen. If you gentlemen have any remarks prepared on the 
subject, if there is no objection we will authorize their inclusion in 
the record at the moment of your particular introduction here and 
you can read them or comment generally on them or give us your 
ideas. 
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I will refer first to Herschel A. Smith from Mars Hill, Maine. 
Would you introduce yourself and give us your background ? 


STATEMENT OF HERSCHEL A. SMITH, REPRESENTING THE MAINE 
POTATO INDUSTRY COUNCIL 


Mr. pnt Mr. Chairman and gentlemen, I have a prepared state- 
ment here. I do not know how I could state it myself any better or 
clearer or shorter than by reading this. 

Mr. AnFuso. Well, could you file it and give us the highlights? We 
will all read it. Grive us the highlights extemporaneously. 

Mr. Currrorp McIntire. I suggest he read it, it would not take more 
than 5 minutes. 

Mr. Smiru. My name is Herschel A. Smith, from Mars Hill, Maine. 
I grow approximately 225 acres of potatoes and also over a half in- 
terest in a potato-packing operation and a sales office. We ship be- 
tween 1,000 and 1,500 carloads of Maine potatoes each year. I am 
testifying on behalf of myself and the Maine Potato Industry Coun- 
cil which represents some 4,000 Maine potato growers. 

The directors of the Maine Potato Council held a referendum vote 
of their membership and found that an overwhelming majority favor 
the abolishment of potato futures trading. I would like to point out 
this referendum was held last summer at a time when the furor and 
hysteria were at a minimum, and when the most representative vote 
possible could be tabulated. 

We sincerely feel potatoes do not lend themselves to legitimate fu- 
tures trading. Iam actively engaged in all phases of the potato indus- 
try, growing, packing, selling. I have had experience in the opera- 
tion of the exchange for several years. I have bought, sold, and taken 
delivery of potatoes on the exchange. I have seen speculators make 
thousands of dollars in a few days and I have seen other men develop 
ulcers, bad nerves and lose their health, because of wild fluctuations 
of prices in a relatively short period of time. A vivid example of 
this could be cited just recently, when on April 8, May contracts hit 
a high of $6.10 per hundredweight only to fall to a low of $3.04 on 
April 24. In 12 trading days nearly $1,400 drop on 1 carload of 
potatoes. Let us consider the Maine potato industry from start to 
finish. First we have the grower. How does the exchange affect 
him? About this time of year he must decide how many acres of 
potatoes he is going to grow. The first problem is, how many acres 

can he finance? He goes to a fertilizer company who has rubunes 
trading connections, and finances his fertilizer and sometimes spr 
materials at about his cost of production or a little less—if he is ee 
blessed with good luck and high yields. He has sold 25 to 30 per- 
cent of his crop and feels he won't have many left to sell later: hence 
he increased his acreage. These fertilizer transactions are usually 
called “hedges” but are more often only a contract where the farmer 
sells the potatoes to the fertilizer company, who, in turn, may sell 
and buy back those same potatoes several times before the shipping 
season arrives. This type of transaction is not confined to Maine 
growers but is common practice in other potato producing areas as 
well. Hence an increase in acreage across the country and the dif- 
ference between profits and losses the following year. 
26433—58———_7 
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During the growing season, each circumstance of drought, hail- 
storms, blight infection, or floods is capitalized and prices go to arti- 
ficial highs and then to unreasonable lows, hurting many physically, 
mentally, and financially. Now let us consider the loaders; after 
the potatoes are harvested and during November, December, and Jan- 
uary, we have a very large industry. Lake potatoes from other States 
lend their weight, and price fluctuations are not so rapid. The load- 
ers work along steadily. The market may go up a little or down a 
little, but the loader has a supply of potatoes, and tries to keep these 
supplies in line with the size of his operation. He has a particular 
brand on his containers and generally tries to pack good potatoes that 
will return him repeat business and possibly premium prices. He 
may sell direct to receivers or he may sell through sales offices or 
brokers. Whatever the method all parties concerned are trying to 
merchandise a crop of potatoes. They want the quality and price 
to be such, that the receivers can profit and return for more supplies. 

As the shipping season progresses, and holdings of potatoes become 
lighter, our industry becomes correspondingly smaller. Trading of 
futures becomes heavier and fluctuations wider. The growers, ship- 
pers, and receivers become caught between the never ending battle of 
the “longs and shorts.” 'The shorts deliver a large number of cars into 
New York. One car might force as many as 100 longs tosell. Finally 
someone gets the car. He immediately retenders the car for delivery 
again. This process continued during the March and April contracts 
until the potatoes were sprouted, soft, and generally such poor quai- 
ity they would not be accepted for further tendering. At this point 
some buyer is stuck with a car of potatoes in U. S. No. 1 bags but not 
in grade. These cars are sold at sacrificial prices into the trade. The 
consumer buys a bag at her store. The quality is no good—all the 
merchandising, promotion, and salesmanship exerted has been wasted, 
so far as that Mrs. Housewife is concerned—and there are thousands 
who receive potatoes from the same source. The Maine Potato Indus- 
try Council is presently engaged in the project of obtaining a million 
dollars from its membership in order that they might pure chase these 
May deliveries and divert them to the trade the first time the car is 
tendered. Perhaps you gentlemen can conceive the seriousness of the 
situation, when a group of growers and shippers move to these ex- 
tremes / 

The salesmen quote their prospective buyers a certain price. The 
buyer calls back in a short time and places the order. Too late—the 
futures board has gone 30 cents and the seller cannot obtain supplies 
at the quoted price, or the futures board has dropped 30 cents so the 
buyer loses confidence and he decides to wait until tomorrow; perhaps 
he can buy cheaper then. Either way, some one is hurt and the busi- 
ness is not transacted. 

Let us take, for example, the period cited earlier. Consider a 
buyer in Indianapolis ordered a carload of Maine potatoes on April 
8 for prompt shipment. Prompt shipment allows the shipper 2 days 
in which to load the car and bill it; making it April 10, 6 days on 
the road and it arrives on April 16. During this time the futures board 
actually dropped $2.05 per hundredweight making a total loss to the 
buyer on the car of $1,025 by the time the car arrived. 

During this same period of time the supply situation of potatoes 
throughout the country had improved. Government figuers showed 
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a very short supply if not an actual shortage. This price break was 
the direct result of the struggle between longs and shorts; the heav 
deliveries on the futures board and threats of still heavier deliveries 
to come, on the May contract. 

Historically, Maine shippers demand a 10-cent monthly price in- 
crease when booking actual potatoes for later delivery. During March 
and April the spread into the May contracts was $1.15 to $1.25 per 
hundredweight. This furnished an ideal opportunity for large opera- 
tors to buy March’s and April's, take delivery, store in approved 
storage, and sell several times as many May’s—well knowing the heavy 
deliveries would demoralize the market and enable him an opportunity 
to buy back the extra cars cheaper. This is the situation that presently 
exists in New York. With over 600 cars in storage and more moving 
in by rail. 

Let us go back to the grower a moment. Let us consider I grow 225 
acres of potatoes, and I did not hedge any of my crop until December— 
after I had it in storage. The total cost of producing was approxi- 
mately $80,000. I hedged 14 cars at $2.90 per hundredweight in order 
to insure some of my expense. The deposit at that time would have 
been $2,730. Each time the futures board increased 10 cents I would 
ante up $630. By the last of March the total could have been $14,385, 
at which time the trading became so violent, the clearinghouses of the 
futures board decided to call for double margins, or an additional 
$2,730, making a total of $17,115, invested in 14 carloads, twice the cost 
of producing the 14 cars. 

This is an extreme incident, but one that could have happened to 
any producer on a smaller or larger scale and is the big reason why 
there is very, very little actual true hedging on the futures board by 
producers. 

The very day double margins were called the futures board went up 
the legal limit. Objections to the double margins were so strong, 
however, that the clearinghouses reversed their decision the following 
day with a resulting drop on the future board of the legal limit. 

Any receiver of Maine potatoes who had bought a car of actual po- 
tatoes the previous day already had made a loss of $135, and the car 
probably hadn’t even been loaded yet. Under these circumstances, how 
can any segment of the potato industry hope to succeed in merchan- 
dising a crop of high-quality potatoes to the advantage of producer, 
dealer, or consumer ? 

Let me cite one other concrete example of why I believe the futures 
trading adversely affects our cash market. During the week of April 
14, of this month, following 3 consecutive days of the futures board 
dropping the legal limit; a technicality arose making it a question of 
whether or not the potatoes in 2 of the large approved warehouses 
were eligible for May delivery. The futures went up the legal limit. 

The executive committee of the exchange ruled these potatoes would 
be eligible. The next day and several following days, the board 
dropped as far as the law would permit. There had been no changes in 
the supply of actual potatoes to warrant these wild maneuvers. How- 
ever, it has demoralized a very healthy market, and stymied our de- 
mand. All the early buying of March and April for storage carried 
our market to artificial highs only to plunge us now to unreasonable 
lows—considering the Government figures for available supplies of 
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new and old potatoes available during the next 2 or 5 montis. 
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You will find, during testimony presented by proponents of futures 
trading, their segment of the industry is small but powerful. Pro- 
ponents will consist of some few processors who may have a legiti- 
mate reason for futures trading. The majority, however, will consist 
of large speculators, dealers, clearinghouses, and brokerage firms 
who are always on the lucrative end of the trading, regardless of ups 
and downs. The more violent, the more trading, all the more lucrative. 

I think the fact that mere laymen will be testifying against special- 
ists who obtain a living dealing in futures trading should be weighed 
carefully. 

It is true, we all try to find scapegoats for our troubles. However, 
the potato industry of Maine has lived with this futures trading for 
many years. In December 1955, at your hearings in Presque Isle, 
Maine, you heard testimony indicating 98 percent of the growers were 
objecting to futures trading of potatoes. Now, in April 1958, after 3 
more years of trading experiences, their sentiments are unchanged. 
Rather than regulating the trading so as to be more acceptable to 
the potato producer and consumer, the doors have been thrown wider. 
We have seen the number and kind of bags per car changed, legal 
limits of trading increased so trading maneuvers can be more violent, 
records have been broken in number of actual cars delivered. Records 
have been broken in cars traded per day. 

We are taxing ourselves heavily in order to finance research, promo- 
tion, and merchandising. We have accepted a Federal marketing 
order and regulated our industry with the most stringent standards 
of quality and size of any other producing State. We have organized 
our Maine Potato Council so the smallest, least educated grower feels 
free to present his views: 4,000 farmers are working together as we 
have never dreamed possible: we have stated our sentiments clearly 
and beyond doubt. These potatoes are our livelihood: we know no 
other—nor can we find one suitable for our conditions. We are going 
to remain in the State of Maine and build and improve our position 
in the potato industry. We have removed one obstacle after another: 
more will be forthcoming. We want potatoes removed from futures 
trading on any exchange. 

The American way of life is not being demonstrated if the futures 
trading of potatoes continue over the objections and detriment of so 
many people and the benefit of so few. 

Mr. Hacen. Thank you very much. I want to excuse myself for a 
few minutes. I have a constituent in my office and I will come right 
back. 


Mr. Anruso. Whois to be heard next ? 


STATEMENT OF LUMAN MAHANY, EASTON, MAINE 


Mr. Manany. Mr. Chairman, I have not any prepared statement. 
My name is Luman Mahany and I live at Easton, Maine, and Iam a 
potato grower and I am a director of the National Potato Council, 
director of the Maine Potato Council and a member of their com- 
mittee representing the Maine Potato Council here today. 

I have given testimony at the special subcommittee meeting that 
was held is Presque Isle, December 6, I believe, back in 1955, and I 
assumed that testimony would be available for this hearing if 
necessary. 
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There are one or two comments I would like to have inserted here. 

First, I think I can clarify the matter of the names of the present 
men, or ‘the men who are presently serving as the advisory committee. 
These men are from Maine and, by the way, this list of names was 
given to me Saturday by the clerk in our office : 

First, we have Frank Topman, who I believe, is chairman; Fred 
Warman; P. Edmunds; Milt Aldeman; Jack Roth, and Jack 
Houghton. 

I would like to add, gentlemen, that of this group, there is not one 
man who makes his living entirely as a potato grower. I think that 
every man is connected w ith some “clearinghouse- 

Mr. Anruso. What was that, I did not hear you. 

Mr. Manany. Some brokerage or clearinghouse. I understand 
that these men are chosen or are elected by the mercantile exe hange, 
they are all men that are recognized in the industry. 

Another comment I would like to make, and there has been quite 
a little discu ussion of it: 

On March 3, I was at a meeting held at Presque Isle with Mr. 
Llewelyn Watts and a gentlemen by the name of Mr. Frondlich, I be- 
lieve, and a Mr. Jac obson, and a Mr. Mayer, who were present from the 
mercantile exchange and there was a good deal of discussion at that 
meeting, pro and con, for futures tr ading of potatoes on the exchange. 

These very gentlemen, who I believe are officials of the mercantile 
exchange, pointed out that there were opportunities to improve the 
contracts which would be better for the potato growers. 

At the National Potato Council meeting held in Washington this 
past November, I had an opportunity to talk with Mr. Claggett, who 
I believe, is manager of the exchange, and at that time he mentioned 
opportunities, or that he thought there were opportunities, that the 
contract could be improved, giving potato growers much more con- 
sideration and also the welfare of our normal commercial markets, 
more consideration. 

The point I would like to make is that if the officials within the 
mercantile exchange realize, and apparently some must from their 
conversation, that there should be more consideration given to grow- 
ers for their protection and also for the welfare of our commercial 
markets, it should not be necessary for us growers in Maine to push— 
we were of the impression back years ago when first there has been 
a mercantile exchange, that the officials of the exchange were anxious 
to see that the growers have consideration for their protection. 

I have traded—no, I did not trade, that is the wrong term, J believe, 
technically, but I have hedged potatoes once back—possibly I think 3 
or 4 years ago, or 4 or 5, but I did it principally to get a little know]- 
edge on hedging. 

‘As we understood it when potatoes were put on the exchange, that 
was the main factor for growers. I could not say that I benefited 
any from it or it hurt me in that particular year. The theory of a 
hedge, as we understand it as growers, at least the way it started 
out, was a grower could hedge part of his crop for protection. 

He was advised not to deliver or not to plan to deliver the potatoes 
to the exchange, but to sell them in the commercial market. 

Several years ago at the meeting at Woodford Field I made the 
remarks that I thought there would be times when that would be dif- 
ficult to do, and the present situation during this month of April, some 
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growers have found that very difficult to do, because there just isn’t 
enough market after they begin to slide where you can sell a car 
commercially. And, of course, growers this time of year, if they have 
sold their potatoes, they are anxious to move them out. 

Another thing at this present situation, some growers sold to bro- 
kers and that broker sold to another broker who had not hedged or 
sold, I do not know which side of the trade they may have been on, 
they may have been buyer or seller, growers until they got instruc- 
tions for loading, didn’t know whether they were going to a com- 
mercial market or to the exchange. It seems in quite a few cases they 
went to the exchange. I do not know how much damage that was, 
but it looked to me in that particular situation the growers were 
working against themselves. There is some question about the mar- 
ket on the board every day. 

It is hard to measure, I suppose. Some people would say it is 
true market. But I think that would be hard to sell the majority of 
growers, and I think this present situation, April perhaps is a good 
example of it. 

Mr. Anruso. Are you through, Mr. Mahany ? 

Mr. Manany. Time is getting short. 

I will conclude my testimony. 

Mr. Anrvuso. Gentlemen, I am afraid we will have to adjourn. 
There is another rolleall. I would like to oblige some of you people. 

Who else wants to say something? Would you want to file your 
statement, sir? 

Mr. Lomparp. I have a statement here in rough form. 

Mr. Anruso. They will take care of it. 

Mr. Lomparp. I would like to have it then filed, Mr. Chairman. 

Mr. Anruso. Is there anybody else that has not been called? Mr. 
Zimmerman, were you to testify today ? 

Mr. ZimmerRMAN. I wanted to testify. I do want to testify, though 
I may be a little long, if you have got a rolleall. I can stay over. 

Mr. Anruso. It is up to you. 

We are going to go into executive session on something else tomor- 
row. Why don’t you file your statement, Mr. Zimmerman ? 

Mr. ZimMERMAN. My statement is oral. 

Mr. Anruso. How long will you take? I will take a chance in 
hearing you at the expense of missing the vote. A couple of minutes? 

Go ahead and make your statement. 


STATEMENT OF HERMAN ZIMMERMAN, PRESQUE ISLE, MAINE 


Mr. ZimMERMAN. I want to go on record as opposing the mercantile 
in its entirety. My name is Herman Zimmerman. I am from 
Presque Isle, Maine. I am a grower and a shipper. I think T was 
one of the first people to recognize the ills and the badness of this 
mercantile business. 

The reason for that was that our farmer people do not understand 
it. When people who are Wall Street operators cannot understand it, 
how can a farmer understand it? He is not geared for it, he is not 
taught to understand it. He is confused and he is going to be in 
trouble. 

That is my idea. It seems that my thoughts were verified. The 
mercantile has done nothing to our industry but to create chaos, ob- 
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struction, killing people, people committing suicide and people dying 
of heart attacks. I had an old friend who died last week. He was in 
the business for 43 years, one of the ablest finest men that ever was in 
the business. This man had the reputation of the finest when he died 
of a heart attack a week ago. 

There was about 1,500 of the biggest men in the entire produce and 
food industry there at the funeral in Philadelphia. He was taken 
ill because he had to deliver, he was on the verge of delivering about 
70 cars of potatoes to the mercantile. W hy did he start to sell these 
potatoes on the mercantile, you will want to know. The reason he 
sold them on the mercantile was because the cash market was cut out 
because the mercantile created such chaos and such destruction that 
the jobbers and the wholesalers did not buy. 

Mr. Anruso. Mr. Zimmerman, we have to finish now. I will give 
ou the opportunity to submit a statement in writing if you would 
ike, and we will sale provisions for putting it in the record. 

Mr. ZIMMERMAN. I would like to be here tomorrow. 

Mr. Anruso. We are not going to have any more hearings. 

Mr. ZrmmerMAN. I came down from Maine just to. express my 

thoughts. 

Mr. Anruso. We have concluded the hearings. 

Mr. Currrorp McIntire. Mr. Chairman, you mean for today ? 

Mr. Anruso. There will be no further hearings tomorrow. The 
hearings are not concluded with today, but will not go on tomorrow. 
Mr. Cuirrorp McIntire. That is the first notice that I have had. 

( Discussion off the record. ) 

Mr. Crrrrorp McIntire. It is my understanding that the hearing 
continues tomorrow. 

Mr. Anruso. Do you want to stay over? 

Mr. ZIMMERMAN. Sure. That is what I came down for. I do not 
intend to run away. 

Mr. Anruso. All right, suppose you come back tomorrow. These 
hearings are then adjour ned until tomorrow at 11 o’clock. 

Mr. Cutrrorp McIntire. I hold a reservation on that. The hear- 
ings are scheduled for 10 o’clock tomorrow morning, as far as I 
know, sir. 

Mr. Anruso. I understand, but I told Mr. Hagen I would not be 
here until 11 and he agreed to adjourn until 11 o’clock. Do you 
object to that ? 

Mr. Cutrrorp McIntime. I certainly would reserve the right to 
object, because I have no knowledge of a change. 

Mr. Anruso. I am telling you now that that is an agreement I had 
with Mr. Hagen. 

Mr. Currrorp McIntire. I would have been appreciative of an op- 
portunity to participate. This hearing was scheduled for 2 days at 
10 o’clock tomorrow morning, and I shall certainly expect that the 
hearings shall reconvene at 10 o’clock. 

Mr. Anrvuso. Do you have any more witnesses other than Mr. Zim- 
merman ? 

Mr. ZimmMerMAN. Mr. Mercker is going to testify tomorrow also, 

Mr. Currrorp McIntire. For the original hearings it was an- 
nounced that the proponents would be today and the opponents would 
have an opportunity to testify tomorrow. I had no knowledge of a 
change in that. 
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Mr. Anruso. Mr. Zimmerman is a proponent of the bill. As a 
matter of right he is not supposed to go on tomorrow. I am con- 
senting that he go on tomorrow, however. I am asking that instead 
of 10 o’clock it be made at 11. That is all I ask, nothing else. 

Mr. Crrrrorp McIntime. I will concur in it for 11 o’clock provided 
it has been cleared by the chairman. 


Mr. Anruso. Yes, it has. You mean the chairman of this subcom- 
mittee ? 


Mr. Cutrrorp McIntire. I will agree to it. 

Mr. Anruso. The meeting stands adjourned until 11 o'clock to- 
morrow. 

(Without objection by the chairman, the following statement sub- 
mitted to the subcommittee is inserted in the record at this point :) 


STATEMENT OF MAYNARD E, LOMBARD, PRESIDENT OF THE AROOSTOOK COUNTY FARM 
BUREAU ASSOCIATION IN MAINE, IN SUPPORT OF THE PROPOSED Brit To Prouisit 
FurvuRES TRADING IN POTATOES 


Mr. Chairman and members of the committee, my name is Maynard Lombard. 
I am a farmer from Caribou, Maine, in Aroostook County. I am president of the 
Aroostook County Farm Bureau Association and I wish to testify for that 
organization which is opposed to futures trading in potatoes on the mercantile 
exchange. The farm bureau in Aroostook represents some 800 farm families. 

My personal farming operation consists 80 acres of potatoes, 30 acres of peas, 
about the same of oats, and I run between 12 and 15 head of cattle on this farm. 
I am_convinced that my personal problems concerning the marketing of my crops 
are similar to most of the members in our association. You have heard and will 
hear facts supporting the opposition to future trading in potatoes. I want to 
bring to you the feelings of the farmers themselves. 

We in the county farm bureau are in the midst of a membership campaign, and 
as their president I have attended a series of meetings in the various parts of the 
county to organize membership drives. Almost invariably in talking over the 
achievements and future plans of the association the question is raised, ‘What 
can be done to get rid of futures trading in potatoes?’ These members that I 
speak of are what I like to term as dirt farmers, who in many cases with their 
families have been on farms for many years, have made their livings on these 
farms, have marketed their crops before the futures trading became so active. 

They don’t like the “mercantile” as they call it because they do not understand 
its mechanics and it confuses them. They do not like it because it interferes with 
the orderly marketing of their crops, where they were used to a gradual change 
in market prices either up or down. Now it flucuates wildly. It isn’t uncommon 
to have a change of price of 50 cents a barrel between loads while they are haul- 
ing. They, like myself, are confused by the present situation that exists. Why 
in the face of favorable market predictions by most agencies, including our Ex- 
tension Service, should futures drop the limit in price 7 straight days, level off for 
a day or two, and then keep on dropping? At the same time our street price, or 
the price from the packer to the grower drop from $6 a barrel to less than $4. 
With these conditions in mind can the farmer conclude anything other than the 
fact that the mercantile has a definite detrimental effect on their market? 

This opposition to futures trading was further emphasized last season at which 
time a referendum was taken which disclosed the fact that farmers in Aroostook 
opposed this trading by a margin of 10 to 1. 

We work hard to raise the best potatoes that we can, and at times we bring 
conditions upon ourselves, such as overproducing, that causes unfavorable price 
conditions. This we can take, but when we raise a good quality crop not in excess 
of the demand and some outside agency over which we have no control interferes 
with our market, to say we resent it is stating it mildly. 

We, of the Aroostook County Farm Bureau Association want to go on record 
as favoring bill H. R. 10282 to prohibit futures trading in potatoes. 


MAYNARD E, LOMBARD. 
(Whereupon, at 4:20 p. m., the subcommittee adjourned to recon- 
vene at 11 a.m., Wednesday, April 30, 1958.) 
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WEDNESDAY, APRIL 30, 1958 


House or RepresENTATIVES, 
SUBCOMMITTEE ON Domestic MARKETING OF THE 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee reconvened, pursuant to adjournment, at 10 a. m., 
in room 1310, New House Office Building, Washington, D. C., Hon. 
Harlan Hagen presiding. 

Present: Representatives Hagen (presiding), Anfuso, Williams, and 
Teague. 

Also present: Representatives McIntire and Krueger; Mabel C. 
Downey, clerk. 

Mr. Hacen. The hearing will come to order, please. 

Mr. Zimmerman. 

This is a continuation of Mr. Zimmerman’s testimony. He has 
identified himself. 

So, Mr. Zimmerman, you start where you left off. 


STATEMENT OF HERMAN ZIMMERMAN—Resumed 


Mr. Zimmerman. Mr. Anfuso, I was interested yesterday, and you 
were so interested, when you were talking about why we farmers in 
Maine, why we farmers do not hedge on the board. I was just going 
to read to you, on September 19, we had a board price for $2.41 de- 
livered into the city of New York, a car of potatoes—$2.41. Now you 
take off this $2.41, $1.30, between brokers age, bag, labor, and all. How 
much does that leave you? From $2.41 you take off $1.30. That leaves 
you $1.11. That gives you $1.70 a . barrel. I do not know of any man 
in America who can grow a barrel of potatoes for $1.70 a barrel. This 
is Government statistics. 

Now you go into a little later, and you say, “Why didn’t they go into 
March.” M: arch at that time was $2.83. So you take off $1.30, and it 
gives you $1.50. Now with that $1.50, to take a barrel of potatoes that 
cost you $3 at its inception, putting it into storage, paying for shrink, 
p tying for insurance, paying for storing, that barrel of potatoes costs 
you $3.50. You cannot get fat growing potatoes for $3.50 and selling 
them for $ $2.50. 

Then, again, there is only about 10 percent of our people who can af- 
ford to hedge their crop if they want to—that is if they want to. That 
is why a lot of us do not play the mercantile, and a lot of us do not 
want to play the mercantile. 
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Mr. Anrvuso. Stop right there a minute, if you do not mind. You 
say that is why a lot of you do not play the mercantile. Aren't you 
a big player / 

Mr. ZimmerMAN. I donot play the mercantile at all. 

Mr. Anruso. Aren’t you a big trader / 

Mr. ZimmerMAN. No, sir. 

Mr. Anruso. Are you a farmer? 

Mr. ZIMMERMAN. I ama farmer, yes. 

Mr. Anrvso. That is all you do, is farming ? 

Mr. ZrimMERMAN. Farm and buy and sell potatoes from farmers. 

Mr. Anrvuso. Well now, isn’t it a fact that you bought potatoes on 
the street of New York at $5 and $6? 

Mr. ZIMMERMAN. $5 and what ? 

Mr. Anruso. And $6? 

Mr. ZIMMERMAN. Me? 

Mr. Anruso. Yes, you ? 

Mr. ZIMMERMAN. Never in the world. 

Mr. Anruso. Never in the world? 

Mr. ZimMERMAN. No,sir. When? 

Mr. Anruso. Well, did you ever buy potatoes on the street ¢ 

Mr. ZimMERMAN. On the mercantile / 

Mr. Anruso. On the street / 

Mr. ZimmMerMAN. What street / 

Mr. Anruso. Well, onthe street of New York? 

Mr. ZimMERMAN. Never inthe world. 

Mr. Anruso. Never in the world ? 

Mr. ZIMMERMAN. No, sir. 

Mr. Hagen. Have you purchased potatoes in the city of New York? 

Mr. Anruso. You have purchased potatoes in the city of New York? 

Mr. ZimmMerMAN. Me buy potatoes in New York / 

Mr. Anruso. Yes. 

Mr. ZiImMMERMAN. Never. 

Mr. Anruso. Where do you buy your potatoes ? 

Mr. ZimmMerMAN. I ama farmer in Maine. 

Mr. Anruso. I understood you. 

Mr. Zimmerman. And I grow potatoes in Maine, and I sell them 
to be delivered. 

Mr. Anruso. I have the right name, you are Mr. Zimmerman, aren’t 
you? 

Mr. ZiIMMERMAN. Zimmerman, that is me, yes. 

Mr. Anruso. Now, Mr. Zimmerman, you say you do not buy pota- 
toes in New York. Will you tell us where you buy your potatoes? 

Mr. ZimmerMAN. I buy them from the farmers in Aroostook 
County. 

Mr. Anrvso. All right, now, did you buy potatoes in Maine this 
year? 

Mr. ZrmMERMAN. Yes. 

Mr. Anruso. Did you pay for them as much as $5 ? 

Mr. ZimmerMAN. Why sure. I paid what everyone else paid, I 


paid $6 





Mr. Anruso. You paid $5 and $6, is that right ? 

Mr. ZIMMERMAN. Yes, in Maine—— 

Mr. Anruso. Wait just a minute, please. And you hoped to have 
sold them at $10 on the board ? 
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Mr. ZrmMeERMAN. I sold them on the board—— 

Mr. Anruso. At $10. 

Mr. ZIMMERMAN. I never sold no cars on the board this year. The 
only time I ever sold potatoes on the board was 5 years ago. 

Mr. Hacen. You probably hoped to sell them in the market for $10. 
There is nothing wrong with that. 

Mr. ZimmerMAN. I hoped to, but I never sell on the board. 

Mr. Anruso. When you bought them for $5 and $6, at that time on 
the board potatoes were selling above that, is that right ? 

Mr. ZrimMERMAN. Were selling for, well, maybe a half dollar more 
a hundred. 

Mr. Anruso. You knew that? 

Mr. ZIMMERMAN. I knew that, yes. 

Mr. Anruso. And that is what guided you to pay $5 and $6 for 
potatoes, isn’t that right ? 

Mr. ZimMERMAN. The board did not guide me. It was the market 
that guided me-—— 

Mr. Anrvuso. Wait a minute, would you say that the board price, 
which was at least 50 cents more than what you paid, had no influence 
on your purchase ? 

Mr. ZimMERMAN. Never in the world. 

Mr. Anruso. Never in the world. 

Mr. ZrmMErMAN. I do not do business with the board. 

Mr. Anruso. What made you pay $5 and $6? 

Mr. ZrimmerMAN. Because I sold them to some other people for the 
equivalent of $5 and $6. 

Mr. Anruso. You sold them—— 

Mr. ZimMeERMAN. I wanted a profit, whatever it was. Maybe I 
made money, maybe I did not. 

Mr. Anruso. Did you make a profit? 

Mr. ZimmerMAN. I may have, I do not know. 

Mr. AnFrvuso. You know you did not, you know that you lost, don’t 
you? 

Mr. ZimMeRMAN. How did I lose? 

Mr. Anrvso. Because you had to sell them for less. You bought 
them hoping the market would go up to $10. Isn’t that a fact, now, 
Mr. Zimmerman? Let’s be honest here. 

Mr. ZimmMerRMAN. What do you mean, hoping——— 

Mr. Hagen. Just a minute. What are we tr ving to establish here, 
Mr. Zimmerman’s personal financial transactions or—— 

Mr. Anruso. I am trying to establish the purpose of this witness’ 
testimony, and I think it should be very enlightening to the commit- 
tee, and certainly would be very enlightening to the C ongress. 

Mr. Hacen. Well he is a potato grower, he is a potato buyer, a 
potato shipper, and he hopes to make a profit at every point of that 
transaction. 

Mr. AnFuso. And he is also a buyer and seller, he is a great trader 
in potatoes. 

Mr. Hacen. Sure, as a great many of these growers are. 

Mr. Anruso. How big a farm do you h: ve? 

Mr. ZimMeRMAN. I am not a big trader, I am just a small trader. 

Mr. Anruso. How big a farm do you have? 

Mr. ZimmerMAN. A 200-acre farm. 
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Mr. Anrvuso. Now you have bought potatoes in large quantities, 
haven’t you ? 

Mr. Zimmerman. Yes, I sure have. 

Mr. Anruso. And you have sold potatoes in large quantities? 

Mr. Zimmerman. I had to. 

Mr. Anrvuso. All right, and you have made money on these trans- 
actions ? : 

Mr. ZIMMERMAN. Yes. 

Mr. Anruso. And you have lost money on these transactions ? 

Mr. Zromerman. Yes. 

Mr. Anruso. Now Iam only asking you a very simple question—— 

Mr. ZimMERMAN. Yes. 

Mr. Anruso. When you bought these potatoes at $5 and $6, you 
had hoped to have sold them for a higher price and make a profit? 

Mr. ZimmerMAN. Well you would, too, wouldn’t you? 

Mr. Anrvuso. Certainly. That is all I am asking you. 

Mr. ZimMERMAN. Well all right, but you are telling me I was look- 
ing for $10 a barrel. That is not t right. 

Mr. Anrvso. I will come to that. 

Did you tell anyone that you were going to hold out until you got $10. 

Mr. ZrmmerMAN. I never told anyone that. Why should I tell 
that to anyone? 

Mr. Anruso. That is all, go ahead with your testimony. That is 
all I wanted to know. 

Mr. Hagen. I want to ask what if he did? What does that prove? 
He is in the business of buying and selling potatoes, what if he wanted 
to get a $10 profit, I mean, a $10 price ¢ 

Mr. Anruso. That proves that he is a Maine producer, a Maine 
speculator, has influence in buying and selling, not only on the street, 
but also on the market and also on the board. ‘That is all it proves. 

Mr. McIntire. Mr. Chairman, may I ask the witness a question? 

Mr. Zimmerman, in your business ‘do you have regular customers 
who look to you for a supply of potatoes every day? 

Mr. Zimmerman. Mr. Mcintire, I had customers. I lost them. 

Mr. McIntire. But your normal function as a buyer and seller is 
that you are a supplier in the distributive business ? 

Mr. Zimerman. Yes. 

Mr. McIntire. As one in the distributive business, is it important 
that you have potatoes available for your customers each day? 

Mr. Zimmerman. That is right. 

Mr. McIntire. Is it also necessary, regardless of what may be the 
future conditions, which no one knows, that in order to maintain the 
continuity of supply to your purchasers 

Mr. ZIMMERMAN. Yes. 

Mr. McIntire. That you have to be on the market every day buying 
potatoes / 

Mr. ZIMMERMAN. That is true. 

Mr. Anruso. Will you yield right there? 

Mr. McIntire. Not at this time. 

Mr. Anrvuso. All right. 

Mr. McInrme. Is it a fact that if you are to purchase the necessary 
supplies to take care of your customers, that in order to get them that 
day you have to pay the current market price ? 

Mr. Zimmerman. That is right. 
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Mr. McIntire. Is it a fact that when you make those purchases, 
that those purchases are made within the range of the existing market 
that day, and that in order to supply the customers that you make the 
purchases on that day, or the next day 

Mr. ZIMMERMAN. At the prevailing market price. 

Mr. McIntire. At the prevailing market price ? 

Mr. ZimmMerRMAN. That is right. 

Mr. McIntire. Isn’t it a fact, or is it a fact, that when you make 
these purchases some of these cars are already sold, you have agreed 
with the distributor as to what it would be sold for ¢ 

Mr. ZIMMERMAN. Yes, sure. We agree on a price the same as you 
if you were to go buy a suit or anything else. 

Mr. McInrire. Isn’t it a fact that some of these purchases, because 
of the necessity of a continuous supply, are not sold when you make 
the initial purchase from the producer ? 

Mr. ZimMERMAN. That is right. 

Mr. McIntire. Is it not a fact also that when you make a purchase, 
you are running the usual market risk as to whether the price goes up 
or whether it goes down until you have resold those potatoes? 

Mr. ZimMERMAN. We all do—as indicative of what is going on here. 

Mr. McIntire. And the fact that you paid the current market price 
of $5 a barrel, if that happened to be the price that day 

Mr. ZimMeErRMAN. That is right. 

Mr. McIntire. Is not in any sense a purchase for speculation ? 

Mr. ZimMerMAN. For speculation—— 

Mr. McInrine. It may turn out that you made a profit if the market 
goes up, but your essential purchases are to supply a fixed retail and 
distributive outlet ? 

Mr. ZimmMeRMAN. A wholesale price. 

Mr. McIntire. A wholesale outlet ? 

Mr. ZimMerRMAN. That is right. 

Mr. McIntime. And that you have to constantly protect yourself? 

Mr. ZrimMERMAN. Well that is natural, sure. 

Mr. McIntire. In the market. 

Mr. Zimmerman. If I sold you a car of potatoes in Cleveland for a 
given price, I would have to either buy the potatoes or use my own 
stock at the prevailing price. 

Mr. McIntme. And the function of your business is to serve as a 
factor in the distribution of real potatoes ? 

Mr. ZimMERMAN. That is right. 

Mr. McIntire. And the main function is not a speculative func- 
tion, the main function is in the distributive pattern ? 

Mr. Zimmerman. And the main function is not a speculative func- 
tion, the main function is in the distributive pattern ? 

Mr. Z1mMERMAN. We all speculate a little. 

Mr. McInviee. Well, the fluctuations in this market dictate a flue- 
tuation, especially when it has gone down as it has the last week or 
10 days. 

Mr. Zimmerman. As I see over here we have this—— 

Mr. Anruso. Are you through, Mr. McIntire. 

Mr. McIntire. Yes. 

Mr. Anruso. Mr. Carpenter i 

Mr. Zimmerman. I am not Mr. Carpenter, I am Mr. Zimmerman. 

Mr. Anrvso. I want to connect you with Mr. Carpenter-—— 
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Mr. Zimmerman. I know Mr. Carpenter. 

Mr. Anrvuso. You do not like to hear the name Carpenter / 

Mr. ZimmerMAN. All right, I do not 

Mr. Anruso. I figured you did not, that is why I did it deliberately. 

Mr. Zimmerman, of course you realize that the kind of questions 
that were asked of you by my very esteemed colleague and most 
learned attorney, as well as a Congressman, were not the kind of ques- 
tions that could be asked of you in any court. You would have to 
do your own testifying. You realize that. That was very wonderful 
testimony given by Congressman McIntire, and all you had to do 
was to say yes. 

Mr. ZrimmerMAN. Yes, that is fine. He was a help. [Laughter.] 

Mr. McIntire. May I correct Mr. Anfuso ? 

Mr. Anruso. How can you correct that ? 

Mr. McIntire. I am not an attorney. 

Mr. Anruso. You are not. Well, I am surprised, you should have 
been. That was a very skillful leading examination, if I ever heard 
one. 

Now let me ask you this, Mr. Zimmerman, Mr, McIntire said that 
in order to keep a supply for customers you have to buy potatoes every 
day. 

Mr. ZrMerRMAN,. Yes. 

Mr. Anruso. In other words, you are a very altruistic individual, 
and in order to supply your customers, make sure they get potatoes, 
make sure they eat potatoes, you buy them whether you make money 
or whether you lose money ¢ 

Mr. ZimMERMAN. You were saying I was an altruistic. 

Mr. Anruso. Very altruistic. 

Mr. ZimmMerMAN. What is that word, I cannot understand it? 

Mr. Anruso. You are very good hearted, you are a generous in- 
dividual. 

Mr. ZimmMerRMAN. Well, we all are. 

Mr. Anrvuso. You do not care whether you lose money, you are go- 
ing to buy potatoes in order that certain people may be able to eat 
them. 

Mr. ZimmerMAN. No, I am not that altruistic. 

Mr. Anruso. You are not that altruistic? 

Mr. ZimMERMAN. No. 

Mr. Anruso. That is the impression Mr. McIntire was trying to 
give, and I am sure you are not that altruistic. 

Mr. ZimMERMAN. No. 

Mr. Anruso. Now you are in business— 

Mr. ZimMeRMAN. To make a living. 

Mr. Anruso. To make a profit ? 

Mr. ZimmMerRMAN. That isright,to makea living. Weall are. 

Mr. Anruso. And you speculate for a profit 

Mr. ZimMERMAN. Yes, sure, speculate. Well, I do not have to 

Mr. Anruso. Excuse me- 

Mr. ZrmMerMAN. Let me say this, we all speculate, Mr. Anfuso. 
This man speculates on his job, you speculate on your congressional 
job. We all do. 

Mr. Anrvuso. You are not going to argue with me on that? Sure, 
you speculate i 
~ Mr. Zimmerman. I am not arguing, no. But I am not altruistic. 
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Mr. Anruso. Thank you again for repeating it. I just wanted to 
be sure that the record was clear on that point. 

Mr. Hagen. At all times? 

Mr. ZIMMERMAN. Atall times. 

Mr. Anruso. I do not think you have to lead him into that either. 

I would say that most times you are in business to make a profit 
and you are not altruistic. That is a fair statement ! 

Mr. ZimmMerMAN. Why sure. You can be the nicest fellow in the 
would, but if you cannot pay the rent you get kicked right out on 
the street. 

Mr. Anruso. Yes, even though you may have a wife and 10 chil- 
dren—you would kick them right out in the street ? 

Mr. ZimMeRMAN. I would not kick the other fellow, the other fellow 
might kick me, because I would not be a landlord as a farmer. 

Mr. Anruso. Mr. Zimmerman, we are getting along fine. 

Mr. ZIMMERMAN. Yes, sir. 

Mr. Anruso. Did I understand you correctly to say you have never 
traded at the mercantile exchange? 

Mr. Zimmerman. Yes, I did not say that. I said I had not bought 
on the street. I traded on the mercantile 1 year 1 day or 2 days. 

Mr. Anruso. When was that ? 

Mr. ZimMERMAN. In 1952, in the month of August. 

Mr. Anruso. And since— 

Mr. ZIMMERMAN. Since that time I have not traded but one time. 

Mr. Hagen. Would the gentleman yield ? 

How did you make out $ 

Mr. ZimmMerMAN. I lost $9,000 in 2 days. And that was enough 
for me. 

And since then, just a moment, sir, let me answer—since then I 
bought my wife five cars of potatoes, one time we were down in New 
York about a year later, and she had a profit, and I said, “Why don’t 
you take the profit,” and she said, “No, I want to make more.” I 
said, “You are going to lose.” You know what happened? She lost. 
And that is the last time. 

Mr. Anrvuso. That happens to anyone who is greedy ? 

Mr. ZimMERMAN. That is right. 

Mr. Anruso. That happens t to anyone who is greedy. 

Mr. Zimmerman. Who is not greedy, Mr. Anfuso? How many 
people do you know who are not oreedy ? 2 

Mr. Anruso. Well, I will say this, that there are an awful lot of 
people who are not greedy. 

Mr. Zimmerman. There are a lot of people who are greedy. 

Mr. Anrvso. I do not think there is a Congressman here who is 
greedy. I do not think we are greedy. I think you are going too far 
when you say- 

Mr. ZiwmERMAN. No—— 

Mr. Anruso. When you say “who is not greedy.” I thank God that 
the great majority of people are not greedy. 

Mr. Hacer. Will the gentleman y rield ? 

Mr. ZimMERMAN. We will concede the point, Mr. Anfuso. 

Mr. Hacen. Can we stipulate the members of the exchange are also 
greedy in that they are in business for profit ¢ 

Mr. Anrvso. I do not think you should have that on the record, Mr. 
Chairman. because you do not want to give the impression at this 
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time, without hearing the exchange, that they are greedy. So if you 
want to take it out of the record, 1 will allow you to. 
Mr. Hagen. I will leave it in there. 
Mr. Anruso. I do not think that is a fair statement. 
Mr. ZimmerMAN. Mr. Anfuso, you made a statement that my wife 
was greedy. 
Mr. Anruso. Just a minute, I want to complete my statement. 
Mr. ZimMEerRMAN. Just a moment, can I 
Mr. Anruso. You do not want to argue with me? 
Mr. ZimmerMAN. No, I do not want to argue. 
Mr. Anrvuso. Can’t you let me finish ? 
Mr. ZimMeERMAN. Sure, why not, it will be a pleasure. 
Mr. Anruso. All right, I just want to finish the statement that so 
far I have only interrogated witnesses who have testified, I have not 
commented on witnesses who are not here, and I am trying to keep a 
very open mind on sy subject, and I am surprised that that does 
not apply to others. I do not think that we can properly legislate, I 
do not think that we can properly recommend to the full committee 
and to the Congress legislation unless we keep an open mind until we 
have heard all the evidence. 
Now, Mr. Zimmerman, you may go ahead. 
Mr. ZimmMerMAN. You made a statement that my wife was greedy 
Greedy is not greed in the—everything is not greedy, the fact that 
someone wants to make an extra quarter or a half dollar—— 
Mr. Anruso. Mr. Zimmerman, excuse me—— 
Mr. ZimMeRMAN. My wife wanted to make another quarter, that is 
all she wanted. That is only a natural thing. 
Mr. Anruso. Mr. Zimmerman, I did not classify your wife as be- 
ing greedy. Youare the one who is doing that now. 
Mr. ZimMeRMAN. You said she was greedy. That is exactly your 
words. 
Mr. AnFuso. No, sir—— | 
Mr. Hagen. I think the record will show that. | 
Mr. AnFuso. No, I—— 
Mr. ZimmerMAN. You said my wife was greedy. 
Mr. Anruso. I attacked greed. You said everyone is greedy, and 
I tried to tell you that most people are not greedy. | 
Mr. Zimmerman. No, you injected the word “oreedy” first. I said | 
my wife was not satisfied with her profit and you said that only proves 
she was greedy. 
Mr. AnFuso. In that particular instance she was. 
Mr. ZimMERMAN. She is - greedy, she is only human. 
Mr. Anrvso. All right, I would rather take your interpretation 
because I do not know your wife, and far be it from me—— 
Mr. ZIMMERMAN. Well, I happen to know her. 
Mr. Anruso. You know her much better than I do. 
Mr. ZimMERMAN. I certainly do. 
Mr. Anruso. And far be it from me to have you go to her and say, 
“Congressman Anfuso called you a greedy person.” 
Tell her I said she is a most wonderful woman. If you say so, 
I take your word for if. 
Mr. ZimmerMAN. Mr. Anfuso, I think you are a very fine man, and 
l mean it- 
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Mr. Anrvuso. Thank you, sir. 

Mr. ZimmerMAN. Because I have heard word from various people 
here that you are trying to help the fruit and produce industry—and 
I am not polishing any apples, I am just telling you the truth—that 
you are trying to equalize the price between the jobber, the wholesalers, 
the shipper and the retailer. 

Mr. Anruso. Right. 

Mr. ZimMerMAN. And that, I think, would be one of the finest things 
that could happen to our industry. 

Mr. Anruso. Right. 

Mr, ZimMerMAN. As an illustration, when potatoes were bringing 
31 and 32 cents in Arista County and sold somewhere out West for 79 
cents a 10-pound bag, that is—no, 31 cents in the West, in the Middle 
West. Last year we were selling potatoes, 10 pounds of potatoes de- 
livered in the Middle West for as low as 31 cents a 10 pound bag. 

This very self-same shipper happened to be in that area, and he 
went to see this car of potatoes. I do not know what it was about. what 
the oecasion was, but he came back to one of our meetings and he 
wanted to know what we could do to equalize the price between the 
retailer and the grower. He told us that this 10-pound bag of potatoes 
sold for 78 cents. Now that is not business, that is murder. And if 
you are involved in a thing like that, I thank you very much, and 
I appreciate your efforts. 

Now let’s get back to the mercantile. The mercantile is responsible 
for overproduction. It upsets our markets, we do not know if we are 
coming or going. We are losing our customers. We sold, I sold a man, 
or that is, the firm I am hooked—connected with in a certain degree 
sold one man 6 cars of potatoes in the past 10 days and—— 

Mr. Anruso. Let’s strike that word “hooked.” Connected is the 
proper word. We would not want you to be hooked up with anyone. 

Mr. ZimMERMAN. No. 

This man lost $6,000 on 6 cars of potatoes and he is a small jobber. 
He could not afford to lose the $6,000. And, all for the reason of the 
gyrations of this great illustrious mercantile. 

Now I have here a Government report. On April 7 potatoes sold, 
delivered to New York for $5.95. On April 16, which was 9 days in 
between, in a couple of days was maybe a Saturday and Sunday and 
they did not work, they were selling for $4.05. Today they are selling 
for $2.50. Today is the last day in April, and in 20 days that car 
of potatoes changed the complex of about $1,500 to $1,600. Ts it a 
wonder that these fellows are committing suicide and dying of heart 
attacks ? 

Mr. Anrvuso. That isa very serious statement. 

Mr. ZimmerMAN. That is. I have here a little article in the Packer, 
which is an authentic piece of news, about a man by the name of Isadore 
Meltzer, a very high class gentleman. He died. 

Mr. Anrvuso. Why did he die? 

Mr. Zimmerman. He died because he could not sell his potatoes on 
the open market, because he had no customers, and he went and sold 
about 70 some cars on the mercantile. 

Mr. Anrvso. Of course, you can prove that ? 

Mr. ZimMEeRMAN. I beg your pardon ? 

Mr. Anrvuso. You can prove that 's why he died ¢ 
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Mr. ZimMERMAN. I cannot prove it, no, but I know he died- 

Mr. Anruso. But you are making the statement. 

Mr. ZIMMERMAN. Well, it helped to kill a man. 

Mr. Anrvuso. Mr. Zimmerman, you know, your testimony, I think 
would be a lot more effective, even as far as I am concerned if you did 
not make wild statements. 

Mr. ZimMERMAN. That is not a wild statement. 

Mr. Anruso. All right, go ahead, sir. 

Mr. Hagen. Mr. Zimmerman, could you finish in about 5 minutes? 

Mr. ZIMMERMAN. Five minutes? I have not started. 

Mr. Hagen. If they leave you alone, you can finish. 

Mr. Anruso. Yes, I promise to do that. 

Mr. ZIMMERMAN. Well, there is a man by the name of Rittenberg, 
was a man by the name of Rittenberg, I understand, and he—this is as 
told to me by authentic people—he “bought 35 cars of potatoes, at, I 
would say, approximately $5.50 to $5.90, in that area. The market 
went down on him, he did not have any money to cover for margin, 
and he went and took gas and killed himself. Now that is true. 

Mr. Anruso. And the market is to blame for that ? 

Mr. ZIMMERMAN. Who isto blame for it ? 

Mr. Anruso. The market, you said. 

Mr. ZimmerMAN. If the thing was not here, it would not be. He 
was a human, he was not making any cana and he thought he was 
going to make some money, so he did— 

Mr. Anrvuso. I will tell you one thing, Mr. Zimmerman, if I felt 
the market was responsible for that incident 

Mr. ZIMMERMAN. Yes. 

Mr. Anruso. Which is a very serious incident, a life involved, 1 
would be the first to close up the market. I would be the first— 

Mr. ZimMERMAN. Well, Mr. Mercker is an honest man, and he will 
verify the very same thing. 

Mr. Anruso. He willsay the market killed that man ? 

Mr. ZimmerMAN. I do not know, he did not have any money to 
cover his margin, what else could have done it / 

Mr. Anruso. Not the way he lived, not the way he transacted, and 
all these other things ? 

Mr. ZimMERMAN. He lived a long time until he bumped into the 
mercantile. 

Mr. Anfuso, let me ask you this, as an attorney and a fine man, too, 
would you advise your people if they came to you, to invest in stocks 
properly and honestly ? ; 

Mr. Anruso. I am glad you said that because—this is all irrele- 
vant—— 

Mr. Hagen. I think we are really going far afield here. 

Mr. Sas We are not far afield. I want to prove some- 
thing here. 

Mr. Anruso. Let me answer it. I do not want to take up too much 
time, but you are talking about stocks, and I have been out of the 
market since 1929, because I never trust the market, and I went back 
into it last year and I bought some stocks and then the bottom fell out 
again, so do not tell me about the market. I am sorry I ever invested 
money. 

But I am not s: aying close the stock exchange. 

Mr. ZIMMERMAN. No, but-—— 
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Mr. Anruso. All right, go ahead. 

Mr. ZimmerMAN. Let’s go into a matter of economics. Do you 
think that it is proper to have economics of a kind where a certain 
exchange can change a price of 50 cents in one day up and down, either 
way ¢ 

_ Mr. Anruso. That has happened to stocks, too. It can happen any 
time. 

Mr. ZimMeErRMAN. It has happened to stocks? 

Mr. Anrvuso. Certainly, you know it has. 

Mr. Zimmerman. What’ would happen if it did happen in stocks, 
would you not have an SEC investigation to find out what is going on? 

Mr. Anruso. Sure. 

Mr. ZimMERMAN. Why isn’t there an SEC investigation for this 
thing right here ? 

Mr. Anruso. If I thought there was something wrong with the 
operation of the stock market, I would be the first to call for an 
Investigation. 

Mr. ZimMMERMAN. Then you better start on this here baby right here, 
this mercantile baby is yours. 

Mr. Anrvso. But so far, and you probably failed to hear the testi- 
mony yesterday, so far there has been no testimony that this thing has 
not been operated properly, there has never been one single complaint 
made to the Commodity Exchange Authority, and no one has come 
forth with trying to make some chs anges in the thing. All you have 
come forth with, which is a very, very improper thing, is to say, 
“Close the market, the market is responsible for the killing of this 
man, this man died because of that market.” W hy don’t you come in 
here and say that the market perhaps needs some regulation, needs 
more regulation, maybe because regulation which has been provided 
has not been sufficient? I would listen to you. But do not come in 
here and say you are going to put all these people out of work in 
New York City bécause some farmer in New Hampshire lost money. 
Do not tell me that. 

Mr. ZimmerMan. All right, now, you are worrying about your 
pe ople in New York. How about worrying about every farmer in the 
United States who is involved in a business that runs into billions of 
dollarsa year. How about their going broke ? 

Mr. Anruso. I have worried about them, that is why I have voted 
for every farm legislation since I have been in Congress. I have 
worried about them, sir. 

Mr. ZimMeRMAN. You have? 

Mr. Hacen. Mr. Anfuso, I think we are getting into an argument 
with the witness here, which might be produe tive, but I doubt it. 

Mr. Zimmerman. Well I say this, Mr. Chairman, I do not think 
that. any kind of a business, where a price can change 50 points in 1 
day, is the proper business for a perishable market. And that is in 
the mercantile. And I do not think this kind of a business of storing 
up a thousand cars of onions, or a thousand cars of potatoes, as the 
gentlemen are doing now in New York, to get the market down to the 
tune of $3.50 a hundred is a proper business—all to take care of a few 
jobs in the city of New York. Is that true? 

Mr. Anruso. I am not going to get into an argument with you, I 
want you to finish your st: itement. I am going to sit here very peace- 
fully until you finish. 
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Mr. ZimMeRMAN. Very good. 

Mr. Anrvuso. I am not going to get into an argument with you. 
But I want you to finish because we have other witnesses. 

Mr. ZimmerMAN. This here mercantile is responsible for customers 
of the kind who can come along and make a statement that they are 
going to do to the potato business what they did to the onion busi- 
ness 2 years ago, and that little gentleman took onions that sold for 
$2.75 on a particular day, and a w week from then they were selling for 
10 cents a bag. And this gentleman is carrying out his promise by 
doing the same thing to the potato deal. Do you approve of a thing 
like that, Mr. Anfuso ? 

Mr. Hacen. Do not ask him any questions. 

Mr. Anruso. I have taken the position not to answer you until you 
are finished for the sake of the committee and the work of the com- 
mittee. 

Mr. ZimmerMAN. And that is going on today, and that is because of 
the mercantile. 

Then again, let me ask you another thing. If a man does not want 
to play the mercantile, must that thing be ‘crammed down his throat, 
must he play the mercantile ? 

Mr. Anruso. Go ahead and finish, please. 

Mr. ZimMeErRMAN. As I said before, there is maybe 5 or 10 percent 
of our people playing the mercantile. Ninety-five percent of our 
people are not. They want to get rid of the mercantile, they want 
their freedom. They lost their customers. We hi ave not a customer to 
sell a car of potatoes to. We cannot start at 8 o'clock or 9 o'clock in 
the morning to sell a car of potatoes. E verte is waiting for the 
board, as the man testified yesterday from New York State. All 
they are interested in is what the board is doing. There is no business 
any more, there is no one asking, “What is the price”—*What is the 
board doing.” Is that monster going to ruin all of us? I do not 
believe it should. I think that the farmers should get that yoke off 
their back. I think that this thing is worse than communism, actually, 
because a Communist will not take you and ram down your throat 
a $1,500 loss of a car of potatoes in 2 weeks’ time, he would want you 
to live so you can live again another day—to take care of that. 

That is all I have to say. 

Mr. Hagen. Thank you very much, Mr. Zimmerman. 

Mr. Anruso. Thank you. 

Mr. Hacen. We appreciate your being here. 

Mr. ZIMMERMAN. You are welcome. 

Mr. Anruso. May I say we all appreciate your interest in this sub- 
ject. Thank you. 

Mr. ZimMeERMAN. I am interest in the subject, it is my livelihood. 

Mr. Hacen. We have Mr. Mercker, Mr. A. E. Mercker, who is ex- 
ecutive director of the National Potato Council. 

Will you proceed, Mr. Mercker ? 


STATEMENT OF A. E. MERCKER, EXECUTIVE DIRECTOR, NATIONAL 
POTATO COUNCIL 


Mr. Mercker. Mr. Chairman and members of the committee, my 
name is A. E. Mercker from Washington, D. C. I am not a potato 
grower but represent the growers and members of the National Potato 
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Council, which is a voluntary organization financed by contributions 
from potato growers and potato organizations and associations 
throughout the United States. I never traded in potatoes on a contract 
market under the Commodity Exchange Act. 

At the annual meeting of the National Potato Council, held Novem- 
ber 19-21, 1957, at Washington, D. C., the following resolution was 
adopted on the floor of the convention : 

Be it resolved, That the National Potato Council support legislation prohibit- 
ing futures trading of potatoes on the commodity exchanges. 

The National Potato Connell, therefore, fully supports the pro- 
visions of the bill H. R. 1028 

The potato ace is na of 1.4 million producers, of which 
40,000 farms grow 3 acres or more. Potatoes are harvested every day 
in the year in the United States. It is the most important of all vege- 

table crops and has an average crop value of about half a billion dol- 
lars. Its retail value in fresh and processed products is about one and 
a half billion dollars. It is an important item in the food budget and 
is generally ocnsidered as a “poor man’s food” in that it furnishes a 
nutritious, wholesome food at a very low cost. 

Potato producers have a serious marketing problem, which they 
are diligently trying to solve. They have tried their utmost to avoid 
overproducing burdensome surpluses. They have reduced their acre- 
age drastically from 2,812,800 acres in 1939 to 1,374,800 acres in 1957. 
No other crop can show such a tremendous adjustment in acreage. 

However, production has not been decreased below the average of 
the late thirties, as the potato growers adopted modern methods of 
production and have shown a phenomenal increase in the yield per 
acre from 73 hundredweight in 1939 to 176 hundredweight in 1956. 
This remarkable increase is the world’s phenomenon in agricultural 
production, and has maintained adequate and frequently burdensome 
supplies. 

In order to bring about a further adjustment of supply to market 
demands, growers in the late States have adopted 6 Federal] market- 
ing agreements regulating the marketing of 70 percent of the pre- 
duction in those States. The late-spring potato growers of Califor- 
nia have adopted a State marketing agreement regulating their pro- 
duction, which is about 50 percent of the production in the winter 
and spring States. For the most part, the administrative commit- 
tees regulating these marketing agreements and orders determine the 
maturity, size, grade, and quality of the potatoes that can be mar- 
keted. Generally, the low grades and undesirable sizes are diverted 
from fresh market channels with the poorest of the potatoes diverted 
to potato starch or livestock feed. Growers are doing this, generally, 
at a sacrifice of that portion of the crop, with the objective of develop- 
ing an orderly marketing program, feeding the markets adequate sup- 
plies, avoiding underfeeding and overfeeding, and supplying the vari- 
ous levels of consumers and processors with the quantity and size of 
potatoes that they desire. 

The growers have organized themselves under these marketing 
agreements and orders, but, even so, they lack real organized strength 
and unity of action to determine onslaughts from the violently fluet- 
uating contract markets which, frequently, result in irreparable dam- 
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age. Very often, these onslaughts tear down the good work that had 
been done by these committees. 

Growers fully realize that there is formidable organized opposi- 
tion to their desire to prohibit futures trading in potatoes, even though 
they are the producers of this commodity. We desire to state that 
we have no criticism or Objection to futures trading in other stable 
commodities where a real service and economic values are rendered. 
An unprecedented amount of ‘eibiirs ‘able publicity has been given to 
futures trading in potatoes for several years and has cast considerable 
discredit on all futures trading. If futures trading in potatoes is al- 
lowed to continue, the public attitude may become suspicious and un- 
favorable to futures trading in all commodities. 

The futures trading in potatoes had a slow growth, probably due to 
the stability of prices given potato producers through the Steagall 
amendment and its operation during the war. During recent years, 
however, the trading in Maine pot: ito futures has increased by leaps 
and bounds. As far as we know, there was no demand on the part 
of the potato industry for the futures trading of potatoes on the con- 
tract market. Potato growers are not represented on the executive 
committees of the exchanges permitting futures trading. Therefore, 
they have no voice in the decisions that are made by these exchanges. 
These decisions are not in the interest of the grower. They are in the 
interest of those actively participating in daily trading activities. The 
decisions are generally made by these active traders, who are vitally 
interested, financially, in their own position on the exchange. There- 
fore, the potato growers do not know what it is all about, but they 
realize that powerful forces are in motion that frequently grind them 
to a pulp, violently shake their markets, retarding the actual distribu- 
tion of potatoes, which results in declining consumption. 

It is frequently alleged that futures trading could be used as a 
hedge. If it is to be used as a hedge, it is incumbent on a grower 
to obtain adequate finances from his bankers to sustain his position, 
for, if he sells part of his crop in a futures trade, he must put up money 
to cover his hedge. Even though he has potatoes to deliver and the 


market fiuctuates violently, if he fails to further finance his hedge, 


he will lose his margin payments. It is, therefore, dangerous for a 
grower to use this market. As fluctuations are very often wide, it is 
necessary for the grower to have very close relations with his bank 
and the bank e arefully watch trading, minute by minute, in order 
to be fully covered and avoid losses, even though he has the potatoes 
to deliver. 

The dealer who actually buys and sells potatoes (not paper con- 
tracts) has the problem of making the financial arrangements. In 
order to use this service, he must devote more time to watching and 
studying the futures market. This is time consuming, and takes him 
away from pushing the sale of potatoes to the distributive trade, thus 
reducing his effectiveness on performing efficiently his function of a 
distributor or furnishing a market for actual potatoes. When the 
price on the futures contract declines, the wholesaler will not make 
any purchases until he has sold and distributed all of the potatoes 
that he had bought at the high prices. If he does buy, he buys spar- 
ingly and holds a minimum quantity in inventory. 
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A broker who actually handles potatoes has the same problem. 
His customers are agitatedly disturbed, and a doubt is created in their 
minds as to whether or not to buy and sell potatoes. 

A country potato shipper cannot evaluate the market. He does not 
know whether to buy the growers’ potatoes. Again, we find them un- 
decided, and this indecision results in a real difficulty on the part of 
the grower to sell his potatoes. i 

The grower is confused by the innumerable rumors surrounding 
futures trading on the contract market, and is inclined to hold when 
the price goes up and to become panicky when the price goes down. 

The retailer is utterly confused. His training has been largely in 
staples like sugar, flour, processed goods, meats, where prices remain 
rather stable. When the price of potatoes rises violently, he disposes 
of his inventory and then buys from hand to mouth, reducing the 
potato-display area, often buying culls which lack appeal and decrease 
sales and consumption. This all creates a larger spread between the 
farm and the wholesaler and the wholesale and retail price to take 
care of any contingency. 

We do not criticize the Commodity Exchange Authority, for they 
have taken constructive action. Several traders have been suspended 
from trading in the past, which helped to improve trading conditions 
on the futures contract market for potatoes. Their legal authority is 
limited. Their authority does not permit them to stop harmful ac- 
tivities. After the offenses have been committed, they are authorized 
to investigate and make their findings. However, all of their findings 
are contested and, when taken to courts, it may be years before their 
findings may be put into operation. 

The executive committees of the potato futures contract exchanges 
make and change the rules, which decisions are not in the interest of 
a stable market but in a sharply moving market which would enable 
traders to change positions, sometimes several times a day, and, 
frequently, this results in greatly increased revenues through the 
brokerage fees. These brokerage fees are considerable, and repre- 
sent a large proportion of the value of the Maine potato crop. 

I often wonder if it is not the purpose of the futures contract 
market to agitate the various segments of the distributive channels 
so that the people in the trade think in extreme terms and not in terms 
of relative stability of prices or modest advances and declines, for the 
more violent the price changes the greater the activity, due to increased 
public participation the more brokerage fees are collected and the 
greater the possibility of scalpers and “in and out” traders to make a 
quick profit on a very modest investment. : 

The potato growers desire to see a market that will be governed by 
supply and demand of the consumers and not by a system that creates 
instability, demoralizes and prevents the grower from selling his 
commodities to the licensed country shipper for cash, and which re 
duces consumption. . 

These violently fluctuating markets are detrimental to the certified 
seed potato industry in that it makes growers who produce certified 
seed hesitant to buy seed, for they try to gage the low point of a 
market and generally are slapped about so that whatever they do is 
not for the best interests of the industry and very often hits them 
financially while not increasing the remuneration of the seed-potato 
producer. 
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With a market that is open to the actual demand on the part of 
consumers and those actually handling potatoes in the distributive 
industry, we would have rising and falling markets which would be 
more gradual and not cause the extreme distress in the industry that a 
chaotic futures trading market has caused and is causing. Rumors of 
all types emanate from all sources and are frequently repeated by 
reliable people, for it takes time and careful effort to trace the accuracy 
of arumor. During the months in which the trades are liquidated, 
markets are extremely confused. All the value gained from hedging 
is offset by the chaotic condition created during the months of liquida- 
tion. This is particularly true in May, the last month of trading. 
This chaotic condition, resulting in widely fluctuating prices, artifici- 
ally depressed by holding cars on track for long periods of time or 
even putting potatoes in cold storage for delivery on a futures con- 
tract, does nothing but further depress prices and prevent natural up- 
swings in markets which would occur if we had a market not dedicated 
by the whims of futures trading. 

With the advent of the 1957 season potato prices were stable and, 
from July 1, 1957 through January 1958 consumption of potatoes was 
well ahead of consumption of the previous year. Up through Febru- 
ary 1 unloads in the 19 terminal markets for which the Department of 
Agriculture obtains unload figures, were 11 percent ahead of those of 
the previous year. Since prices have fluctuated violently, unloads have 
declined sharply so that during the months of March, they were 11 
percent below those of a year ago, resulting in a total decline of over 
22 nercent. This isa decline in consumption. 

I use this as a concise illustration that, in spite of the fact that con- 
sumption of potatoes is considered inelastic (by that I mean that 
people consume as many potatoes at a high price as they do at a low 
price)—in spite of this, it is clearly evident that this sharp drop in 
consumption is due to one—and one factor alone, and that is—the 
violent fluctuation on the futures commodity market. 

The passage of H. R. 10282 is strongly recommended in order to 
benefit the public as a whole, prevent such indiscriminate harmful 
actions to be perpetrated on the producer and permit the consumer to 
purchase potatoes at a minimum spread between the farm and the 
retail price and not at the maximum spread which is necessary for 
the distributive industry to try to obtain when the market is very 
risky due to violent price fluctuations. a) 

The enactment of this bill into law would place the potato pricing 
mechanisms back in the hands of those who actually grow and handle 
potatoes and not in the hands of a limited number of well-financed 
speculators who have not helped the consumption of 1 pound of po- 
tatoes. The passage of this bill would restore confidence to those 
actually distributing potatoes in that the potatoes would be priced 
in accordance with supply and demand and in that way help potato 
consumption, reduce the spread between grower and retailer and put 
the potato price on a firm base in which the industry would have con- 
fidence. 

Mr. Hacen. Mr. Mercker, do you wish to have included as a part of 
your statement the chart at the back, too? 

" Mr. Mercxer. Yes, sir, I would. 
Mr. Hagen. Without objection it is so ordered. 
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NATIONAL Potato CouNCIL 


1957-58 potato truck receipts and rail unloads in 20 markets, as reported to the 
U. 8. Department of Agriculture for designated weeks ending as indicated, 
with comparison of corresponding week, 1956-57, in 1,000 hundredweights 




















| 
Percent | | Percent 
Date week ending | Season Season 1957-58 Date week ending | Season Season | 1957-58 
1957-58 1956-57 is of 1957-58 | 1956-57 is of 
1956-57 | | | 1956-57 
| | i 
1957 1] 1957 
WS Giciccceacice | 888. 7 851.5 104. 4 1] Dec. 6-- 978. 6 863. 0 113. 4 
ER, adn dnasee | 1,015.8 804. 9 126.2 || Dec. 13...-- 995. 8 | 824.9 120.7 
WE Pi tacwcceieal | 964.7 | 752. 4 | 128.2 || Dec. 20--- : 1, 104.3 | 869.0 | 127.1 
_  ¢ RRR RSs | 801.1 | 807.1 | 02.3.1) Dee: 27....... aS 860. 8 619. 5 139. 0 
Bs Benbacvenes aus | 836. 7 826. 9 101. 2 {| | | 
BOREO case dose -| 1,050.4] 885.7 | 118.6 | 1958 
Bis Be pennbaties | 964.0) 852.8 | DES a oe | ee 75.8 
ee | 954.6] 814.9} 117.1 || Jan. 10_..._- 1,080.8 | 1,084.8 | 99. 6 
Es cidetiiniaswen | 964. 3 824.8 S| ee ‘ 1, 088. 3 | 860. 9 126, 4 
te O.-..u conse 929. 5 | 829. 3 112.0 || MEG nmncctsnancnel | 970. 5 | 105. 0 
Bows ww snwsisee 1, 131.8 948. 5 119.3 || Jan. 31........ .-| 1,015.5 | 939.8 | 108. 1 
I dee ceeds 972.8 853. 3 SR RS Fn Landaa’ 895. 1 960. 3 93. 2 
PE in emcsessaal 925. 5 816.1 113.4 || Feb. 14 aie 873. 6 | 954. 9 91.5 
| EFAS ISS | 1,073.4 827.3 129.7 || Feb. 21......- 819.0 | 818. 4 100. 1 
SEs Bien ninpincintnenl,: Ee | 738.7 142.2 || Feb. 28__. 1,120.3 | 1,053.9 106. 3 
ee 1,010.9 | 852.8 | 118.5 || Mar. 7....... 990. 6 1, 036. 4 | 95. 6 
Ost. 25...._.....,... 973.2} 918.4 106.0 || Mar, 14__- 1,071.1 | 1,393.1 | 76.9 
es eee 892.3 | 760.3 | 117.4 || Mar. 21 : 1, 067. 5 1,040.3 | 102. 6 
BD i fnticimtegewrisede 950. 6 | 811.5 117.1 || Mar, 2B....... 1, 003. 2 1, 127.5 | 89.0 
OW; €0.. 6s. 944. 6 864.4 109.3 || Apr. 4.....-- 942. 4 1, 076.7 87.5 
POWs BB nn ancie --| 1,091.0 842.5 | 129.5 |} Apr. 11....... 1,154.5 | 1,188.8 | 97.1 
kt eres 937. 2 883. 8 Seecd 1) Apr. 18... --:...-. 1,099.4 | 1,144.7 96. 0 


Mr. Hacen. I would like to ask you one question. As I under- 
stand it, only a minute part of the potatoes actually marketed in the 
United States are traded on the futures exchange, is that correct ? 

Mr. Mercker. No,sir. I would say that the trading—— 

Mr. Hacen. I mean actual physical potatoes ? 

Mr. Mercxer. Traded on the futures? 

Mr. Hagen. Yes. 

Mr. Mercxer. Yes. May I qualify that, please, sir? 

Mr. Hagen. Yes. 

Mr. Mercxer. A large quantity of cars are traded, it is growing 
every year, and rather rapidly. It started from a small beginning, so 
that it now runs into 150,000, 200,000 carloads. That is several times 
the size of the Maine crops. But actual deliveries are small. 

Mr. Hagen. Those are ficticious potatoes, so to speak ? 

Mr. Mercker. Paper contracts. 

Mr. Hagen. I mean, actual buying, delivery on contracts, traded in 
the exchange is very minute / 

Mr. Mercxer. Incidentally— 

Mr. Hagen. Is that correct / 

Mr. Mercxer. Yes, sir. However, actual deliveries—and this I got 
from a former manager of the New York Mercantile Exchange—of 
potatoes are higher, percentagewise than are any other commodity 
that is traded in on the New York Mercantile Exchange. And in 
his words, that is not what futures trading should be. 

In order to have futures trading at its best, sales and purchases 
should even out and no deliveries made of a commodity. 

Mr. Hagen. Well, as I understand it, take the futures market today, 
that deals with potatoes that are not yet in esse, so to speak, and will 
be delivered at some point of time in the future, we will say Novem- 
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ber or December of this year, or March of next year, something like 
that. Isn’t that true? | 

Mr. Mercxer. That is correct, sir. 

Mr. Cuirrorv McIntire. Might I say, with the exception of the 
May contract ? 

Mr. Mercxer. With the exception. I said that because tomorrow is 
May 1, and today is April. 

Mr. Cuirrorp McIntire. That is right. 

Mr. Hacen. And they are still trading on those ? 

Mr. Mercxer. We are still trading—there is only one now being 
traded. That is of the 1957 crop. 

Mr. Hacen. At the same time that this is going on, this trading in 
futures, potatoes are being sold every day by people, bought and sold 
by people like Mr. Zimmerman, they move from the farm to the broker, 
or the dealer, and then they move to the wholesale channels and 
move to the retail trade. Every day that is going on. 

Mr. Mercxer. That is the backbone of the potato industry, those 
who actually buy and sell the physical commodity. 

Mr. Hagen. Right. 

Mr. Mercer. Yes, sir. 

Mr. Hagen. What I am trying to arrive at is some explanation 
understandable to laymen as to how the dealing in these futures can 
affect the price that the people who are actually buying and delivering 
potatoes get. 

Mr. Mercxer. Well, I believe the whole produce industry looks now 
to the futures market. 

Mr. Hagen. I have never been able to get an easy explanation of 
why these tradings in futures affect the price of the farmer who is 
actually selling his potatoes to be shipped out the next day or week 
or so. 

Mr. Zimmerman’s buying of them and moving them and so forth. 
Do you follow me? 

Mr. Mercker. Yes, sir. 

Mr. Hacen. That is the crux of this whole question, I think. 

Mr. Mercxer. Well, it is the instability that leads to doubt as to 
whether or not to make purchases or sales. When a price goes up, as 
mentioned, the farmer very often says “It is going to go higher.” 

Mr. Hacen. But the futures market is not dealing in these potatoes 
that are moving every day—— 

Mr. Mercxer. No, sir. 

Mr. Hacen. They are different potatoes. What is the tie-in there? 

Mr. Mercxer. The tie-in is that the distributive industry looks for- 
ward now to what the futures market does in New York on potatoes, 
and if it goes up then optimism prevails in many quarters and I guess 
pessimism in some, particularly growers who have probably sold are 
idles who are on the short side. 

Mr. Hacren. Maybe I can put it this way. What is the maximum 
period of time that elapses ordinarily from the time that potatoes are 
sold in Maine until the time they actually get in the hands of the 
retailers? 

Mr. Mercxer. I would say about 10 days, sir, and about 12 or 15 
from California to the east. 

Mr. Hacen. And you say that the futures market affects the prices 
involved in that transaction ? 
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Mr. Mercxer. Yes, sir. 

Mr. Hacen. That is something the record should clarify. 

Mr. Merc KER. W ell, retailers, when the market goes up, and they 
wonder if it is genuine, instead ‘of having 7 bins displayi ing potatoes 
in their retail stores, they cut it down to 4, 3, or possibly 2, and the 
price goes up. The retailer can always make a profit. He is a mer- 
chandiser. His profit comes through merchandising, and I would say 
he is not a speculator. He is accustomed to rather stabilized prices, 
his training has been that way. So when he has a commodity that 
fluctuates, he puts the margin up at the maximum to take care of any- 
thing, in case the price goes down, he can buy cheaper, or in case the 
price goes up 

Mr. Hagen. Maybe I am not making myself clear, or maybe I do 
not understand you, I do not know. But he needs those potatoes 
right now, he sells them every day. So it really should not concern 
him what the futures market says the price is going to be into May. 
He has to have those potatoes right now. So how can that futures 
price affect his action at all? That is what I do not understand, and 
that is what I want to understand. 

Mr. Mercker. He probably cuts down on his display place, cuts 
down to beat the band, and the wholesaler buys from hand to mouth, 
that sells to the retailer, he does not have too many cars rolling. 
He takes the minimum that he can, that he purchased. He may even 
want to purchase them delivered in the terminal market so he does 
not have the risk of the several days in transit of the fluctuations 
in price. 

Mr. Hacen. I still do not think that is a descriptive enough answer. 

Mr. Tracur. Mr. Chairman, I do not get it either. I have exactly 
the same problem. 

Mr. Hacen. Maybe Mr. McIntire can describe more graphically why 
the trading in futures can affect the price of potatoes moving to the 
market in a 10-day period ? 

Mr. Currrorp McIntire. I would be very happy to sit in executive 
committee with the subcommittee any time, but let me just boil it 
down to this. I think, Mr. C hairman, that the impact of the futures 
trading this morning, and it has gone down the limit today, the im- 
pact of that market h: iving gone down yesterday the limit, today the 
limit, and having gone down virtually the limit every day since the 
seventh day of April, the impact is this: 

The impact falls on the shipping point pricing mechanism. It comes 
by virtue of the psychology of the market and because of the fact that 
this distributor will receive these a week or 10 days later, and he has 
to schedule his purchases today on what he thinks that market is 
going to be when he later gets the car. So he has to determine whether 
he is going to be dealing in a price arrangement which is on the de- 
cline, which would mean this stuff bought today is going to be worth- 
less to him 10 days from now when he gets it unless he has it already 
sold; and if he is working in the framework of a declining market, 
he is going to pay less and less for that stuff to the shipper. Now the 
impact of the futures trading comes into play when he looks at this 
market for his guideline as to the direction in which the market is 
going, and if the guidelines indicate that the market is going down, 
as it recently has, then he is going to buy just as cheap as he possibly 
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can today, and if he has an extra car available and he does not have 
to buy today, then he is going to wait until tomorrow. And he gets 
all of that information, basically, by what the board reflects yester- 
day and today. And in view of the fact that he looks to the board 
for his guideline on price direction, he is looking at his inventory and 
firming that up just as tightly as he possibly can, Now if the market 
is going up, then he is psychologically saying to himself, “All right, 
I buy a ‘ar today and I can sell it tomorrow, L can sell it 10 days from 
now, aa I am going to be able to get my markup.’ ” If the board is 
going up, he buys a car today w ith confidence, and perhaps he feels 
he is getting a bargain, and he buys 2 cars or 3 cars. But when the 
board is going down, and bear in mind this is the fever themometer 
the doctor is watching and this is the thermometer which he looks 
at, he loses confidence and the thermometer is down today and the 
temperature is declining. What happens to the grower is that when 
the board is stable you have confidence in the market, the distributor 
elements are buying on the plus side, not only on price but on quan- 
tity because they have confidence in the market. The grower has a 
chance to sell because the distributive element is out looking for pota- 
toes. 

When this board fluctuates and goes down, as it has ever since the 
7th of April, every last hundredw eight of potatoes that is in the pipe- 
line is drained just as low as the distributor element can drain it, 
and while that inventory adjustment is going on you can say to the 
grower, “Well, these are good prices, why don’t you sell.” There i is 
not a single person that he can sell those potatoes to because there is 
no one buying until such time as the pipelines are drained down to 
the point where this distributor has to have potatoes to put. on the 
shelves of a retailer. 

Now the impact of this mereantile in this particular situation is that 
every morning when that board opens there is not a single element 
in the potato distributive business that does not look at that ther- 
mometer and decide which way he is going to go that day, and there 
is not an identical thing in the trade pattern ‘today which has such 
an impact on what that purchaser decides he is going to do today as 
does the position of that board in the first 30 minutes, for iadatieah 
as it opened up this morning. 

I do not know whether I have given you any insight of it or not. 

Mr. Teague. Will you yield? 

Is it the contention then that the price on the board is really a rigged 
price and does not actually represent the true supply and demand 
picture / 

Mr. Cuirrorp McIntire. Mr. Teague, “rigged” is a very difficult 
word to prove. 

Mr. Tracur. Let me change it to “artificial” then. 

Mr. Crirrorp McIntire. Let me say this, that there is nothing— 
well, here sits a man whom I have known personally before I even 
got into the potato business, except to work for my dad. Here sits a 
man who probably has more knowledge, and I think everyone in the 
produce business in potatoes recognizes it, has more knowledge of the 
potato business from the marketing standpoint and the production 
standpoint—let me say kindly, Mr. Mercker, with the exception per- 
haps of going out in the field and using the equipment—than anyone 
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else in the industry. And I say that objectively and kindly, and not 
in any sense to compliment Mr. Mercker beyond what he richly de- 
serves. 

Now there is nothing in the present pattern of supply, wherever it 
might be coming from, whether it is from Florida or whether it is 
from Alabama or whether it is from the early crop in California, 
there is nothing in the present pattern of supply that you can put 
your finger on to justify the drop in price on the board beginning 
April 7. That is my opinion. I am not asking Mr. Mere ‘ker to as- 
sociate himself with that opinion, but that certainly is my opinion. 
And what happens on this board is somewhat the mystery which we are 
all wrestling with here. 

Mr. AnFuso. If you will yield, I will tell you there is no mystery 
at all. 

Mr. Currrorp McIntire. I will not yield at this time. 

Mr. Chairman, I do not yield 

Mr. Anrvuso. It is as clear as day what the situation is 

Mr. Crrrrorp McIntire. What happens in this situation constitutes 
some of the unknowns, let me say. Anyone can interpret them as they 
see fit from the position in which they sit. There are some who say 
that it is due to the short positions, and that the shorts are trying to 
plant rumors, they are trying to predict a heavy delivery on the board 
in order to cover a short position. Those are some of the unknowns 
here which are extremely difficult to put your finger on. 

And I have had the considered opinion of those who are far more 
expert in this business than I am who assure me that in their honest 
opinion there is a substantial amount of the impact of the short posi- 
tion which influences momentarily the direction in which this board 
goes. 

Now [am sure you folks understand what a short position is. There 
are 2 definitions of : a short position, and do not let me confuse you by 
giving you 2. But in this particular situation the short is the fellow 
who is ina disad rantageous position on the market. He has to deliver 
under the terms of his contract, or else wash out his contract, in an 
adverse position—or in other words, he losses money. And a short 
is in the position where if the market declines, every nickel it declines 
saves him a nickel as far as liquidating his position is concerned. And 
when you get a substantial group who are in the short position, and it 
is not against the rules to protect yourself, of course it is not, but here 
you do get into these situations involving unknown factors, undefinable 
influences—— 

Mr. Anrvuso. Mr. Chairman, I hate to interrupt, but I think Con- 
gressman McIntire is testifying. We are supposed to hear testimony, 
and I have been denied the privilege of cross-examining the 
witness—— 

Mr. Hacen. You will have the privilege. I just asked him a 
question. 

Mr. Anruso. I have been denied that privilege. All we are getting 
now is a speech. 

Mr. Crrrrorp McIntire. If I am permitted, Mr. Anfuso—— 

Mr. Anruso. Mr. Chairman, I ask for a ruling. I think this is not 
the time—Mr. McIntire said he would discuss this in executive session. 

Mr. Currrorp McIntire. I was trying to answer Mr. Teague’s 
question. 
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Mr. Anruso. But, Cliff, you are going into a long speech now. It 
is 10 minutes after 12. 

Mr. Hacen. We have had a lot of long speeches on this thing, we 

can tolerate one more. 

Mr. Tracur. Before you make that ruling 
Mr. Anruso. No, wait a minute, far be it from me to try to cut 
off—are you going to be through soon ? 

Mr. Ciirrorp McInvire. I would appreciate the courtesy of this 
subcommittee, of which I am not a member, of answering Mr. Teague 
within the —— 

Mr. Anruso. I thought you were a member. 

Mr. Currrorp McIntire. And if that is not the wish of the sub- 
committee, then there is nothing I can do about it. 

Mr. Anruso. No, you are a colleague, a very amiable colleague, and 
go ahead, please—— 

Mr. Hacen. We have had a lot of diversions in this hearing, and 
this is just one more. 

Mr. Anruso. The chairman is very kind, and I will go along with 
that. 

Mr. Hagen. So you can finish, Cliff. 

Mr. Cutrrorp McIntire. Have I explained it, Mr. Teague ? 

Mr. Tracur. I think so. Let me just ask you—it boils down to 
this, that it is alleged that no matter how experienced a potato buyer 
or producer might be, how many years of knowledge of the potato 
industry he may have, or how much he may know about the demand 
and supply conditions of the country, whether he is a buyer or a seller 
he finds that all this knowledge for some reason does not work any 
more and there seems to be some mysterious factor which it is alleged 
can be laid at the door of the futures trading? 

Mr. Crirrrorp McIntire. May I comment on that, and I will try 
to be brief, Mr. Anfuso, that there are some factors here which are 
very difficult to explain in a manner which makes it understandable 
within the confines of the usual trading interpretations of situations 
as to supply and demand. 

Mr. Anruso. Now if I may—— 

Mr. Hacen. Yes. 

Mr. Anruso. Mr. Teague, I happen to be a member of the sub- 
committee—— 

Mr. Tracur. Soam I. 

Mr. Anruso. So you are, that is right. I believe that I have some 
information which can be of enlightenment, and I would like to give 
it to you. I do not think you were here when certain questions were 
asked of ty commissioner of agriculture—— 

Mr. Tracur. I was here yesterday morning, yes. This refers to 
the pamphlet by the sae ladiien from the university ? 

Mr. Anruso. And you remember the pamphlet by the professor 
from Maine where he, and his committee, interviewed 1 out of every 
20 farmers, both small and large. It was their conclusion that prices 
of future contracts are determined by anticipated supply and demand 
of those who trade on the New York Mercantile Exchange. Inasmuch 
as the same basic factors influence both cash and futures prices of 
potatoes, each may have an influence on the other. 
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It was also this man’s conclusion that there was a predominance of 
growers who were of the opinion that the exchange did not influence 
the distribution of potato sales during the 1954-55 season. 

Now if I may inject my opinion, and that is all that Congressman 
McIntire tried to do, and I do not think he will classify himself as an 
expert on the market, I think that we have other experts whom we 
are going to call, and all of you gentlemen will have an open mind, and 
Iam sure all these gentlemen support what has already ce admitted 
by witnesses in favor of this bill, that the market by and large is 
guided by supply and demand. 

Now I will tell you what happened here, why the prices are going 
down. I think that explanation should be made at this point. As 
you all know, there was a frost in Florida. I sincerely believe that 
the Maine potato growers have held on to huge inventories, they have 
been expecting to get a much higher price because of an expected short- 
age from Florida. That is the reason Mr. Zimmerman, who sits right 
there, bought potatoes at $5 and $6. 

Mr. Hagen. Mr. Anfuso, you are dealing with personalities. 

Mr. Anruso. No, lamstating a fact. 

Mr. Hagen. That may or may not be true. Say “someone” did that. 

Mr. Anruso. I cannot say that. I am going to say Mr. Zimmerman 
because I do not like to volunteer statements, and I am relying on 
testimony. That is the reason, I repeat, that Mr. Zimmerman, who 
has testified here, has said that he bought potatoes at $5 and $6, hop- 
ing to make a profit, hoping to sell them even higher. He did not rely 
upon the board—— 

Mr. Hacen. For the record, he made no reference to the Florida 
potato crop at any time that I recall. 

Mr. Anruso. He does not have to. Iam making the reference. 

Mr. Hagen. Yes, I know. Let’s not get Mr. Zimmerman involved 
here. 

Mr. ZimMeRMAN. I want to prove from some statistics here— 

Mr. Anrvso. Mr. Zimmerman, you are not recognized. 

Mr. ZIMMERMAN. Excuse me, sir, Iam sorry. 

Mr. Anrvuso. I think we should have some order here. I am being 
as patient as possible. I will be interrupted by Members of Congress 
who are not even members of this subcommittee, but I am certainly, 
Mr. Chairman, not going to be interrupted by a witness. 

Mr. ZimmerMAN. I hee your pardon, Mr. Anfuso, I will not do 
it again. 

Mr. Hagen. I think you are inviting that by referring to Mr. Zim 
merman. Let’s stipulate that there are people buying and selling 
potatoes who probably held them in anticipation of a higher price. 
Tam sure that is true. 

Mr. Anrvso. I think, Mr. Chairman, you would like to have me con- 
fine myself to testimony. I am not a speculator, and I won’t even 
speculate on what people would like to testify to. I would like to state 
what they have testified to. That is a truth which cannot be denied, 
that has been testified to. 

Now let me finish this statement, Mr. Teague. That, I say, is the 
reason they have all these huge surpluses which they are now trying 
to sell—and, again, the market reflects supply and demand. Ordi- 
narily there would never be a shortage for the simple reason that the 
market is an even market, since 1950 the percentage has been stabilized 
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and equal. Everyone has testified to that, and that is in the report 
that I have cnvind, 

Now, Mr. Teague, if potato growers, potato dealers, in Maine want 
to gamble and want to speculate, that is not the fault of the market. 
You cannot close down an industry. The market is an industry, it is 
a legal industry, it is a legal institution properly regulated. And so 
far there has been no complaint. As a matter of fact, the Department 
of Agriculture, and I am sure you know that, has come in here in 
opposition to this bill, although the committee has not seen fit up to 
this moment to call the Department of Agriculture. 

And, Mr. Chairman, while I am at it, in future hearings I am going 


to epee request and ask that the Department of Agriculture 
be cal 


ed. 

Mr. Hacen. They will be called in this proceeding. 

Mr. Anruso. Right. That isall. 

We have a rollcall, and I excuse myself for making a speech. I 
did not want to make a speech. However, if another Member, who 
is not a member of this subcommittee, can make a speech, Mr. Chair- 
man, I think I should be permitted to do so, too. 

Mr. Mercxer. Mr. Chairman, and before you go, Mr. Anfuso, on 
that statement that the Department of Agriculture has not had a 
complaint, that is true. However, in all of the years of the Com- 
modity Exchange Administration, I know of only one time where 
they have chastised an exchange, and that was the Chicago Board of 
Trade some time in the thirties, for not issuing a trading permit to a 
cooperative organization. And we do not have very many members 
of futures commodity contract exchanges complaining because, as they 
are, they are cited by the executive committees as being disloyal to 
the exchange and they are expelled. 

Mr. Anruso. Mr. Mercker, I had many questions to ask you, but 
we have a rolleall. I am going to waive asking those questions and 
let your testimony stand. 

Mr. Flacen. If there are no further questions, what is the wish of 
the committee? Do you want to recess this hearing until, say, about 
2 weeks from now, and we will hear from the Department and anyone 
else who wants to speak in opposition ? 

Mr. Anrvuso. Wecan discuss that in executive session. 

Mr. Hagen. Off the record. 

( Discussion off the record.) 

Mr. Hacen. In any event, this is merely an initial part of the hear- 
ing, and in the near future, within a week or 2 weeks, we will hold 
further hearings including any opponents of this bill, and the Depart- 
ment representative, and if there are any other proponents who wish 
to be heard we will give them the opportunity. 

Mr. Mercxer. Mr. Chairman, may I have these two telegrams in- 
serted in the record? One is from the Nebraska-Wyoming Potato 
Shippers Association, and the other is from the Connecticut Potato 
Farmers Co-op. ; | 

Mr. Hacen. Mrs. Downey, do you wish to include all these tele- 

ams at one point in the record oa 
yer ty re T am working with the Government Printing Office 
representative, and we are screening all the wires in order that there 
will be no duplicates. 


26133—58——) 
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Mr. Hacen. Those are admitted then in the record subject to the 
proviso that if there is a duplicate expression of opinion from that 
organization, only one expression of opinion from that organization 
will be placed in the record. 


(The documents referred to are as follows :) 


ROCKVILLE, Conn., April 26, 1958. 
A. E. MERCKER, 


National Potato Council, Washington, D. C.: 


Our potato growers respectfully urge House Agricultural Committee to report 
favorably H. R. 10282 which opposes futures trading of potatoes prior to futures 
trading of potatoes market prices for actual potatoes were based on supply and 
demand and all segments of industry could operate accordingly. Now market 
prices for actual potatoes are created by futures board and violent price changes 
in futures trading by speculators has cost potato industry hundreds of thousands 
of dollars. We urge committee to restore potato marketing to potato industry 
where it rightfully belongs by favoring this legislation. 

CONNECTICUT PoraTo FARMERS Co-Op, 
JULIQUE WESTONE, Rockville, Conn. 


ScCOTTSBLUFF, NEBR., April 28, 1958. 
NATIONAL PoTATo COUNCIL, 
Washington, D. C.: 


The potato shippers of Nebraska and Wyoming urge your support for bill H. R. 
10282 to ban trading in potato futures. We feel that the futures market as con- 
ducted has resulted in price actions unnatural and detrimental to the industry as 
a whole. It appears this market has been subject to manipulation and we feel 
the potato industry is too important to the economy of the country and has 
enough supply and demand problems of its own without being at the mercy of 
a manipulated market. 


NEBRASKA-WYOMING POTATO SHIPPERS ASSOCIATION. 


Mr. Mercer. I want to thank the committee for its forbearance. 

Mr. Currrorp McIntire. Mr. Chairman, on the request yesterday 
I asked to include some letters and telegrams subject to the statement 
which you have recently made. I would appreciate they be submitted 
to the clerk, together with two tables. 

May I say that I hope this committee will reconvene these hearings 
at the earliest possible date in order that full and fair and equitable 
hearings may be held on this subject matter, and that the committee 
will find it in its disposition to report the bill favorably. 

Mr. Hagen. The communications of Mr. McIntire will be admitted 
subject to the proviso that they do not duplicate other expressions of 
opinion. 

MINNEAPOLIS GRAIN EXCHANGE, 
Minneapolis, Minn., April 25, 1958. 
Hon. Greorce M. GRANT, 
Chairman, Domestic Marketing Subcommittee 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN GRANT: Today your notice of April 23, announcing hearings 
on a bill to prohibit potato futures trading, reached my desk. 

This subject has not been considered officially by the board of directors of this 
exchange, but it will be on the agenda at the next regular meeting of our board 
on May 8. , : 

Your release refers to earlier action taken by the House of Representatives with 
respect to prohibition of futures trading in onions. At the time this measure 
was under consideration the board of directors of this exchange adopted a formal 
resolution. From what I know of the situation it is reasonable to assume they 
will take a similar stand with respect to prohibition of futures trading in potatoes. 
Attached, for your information, is a copy of the earlier resolution adopted by our 
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board, and also a copy of the statement I presented before the Senate Committee 
on Agriculture when the onion bill was reviewed in public hearings last month. 

The facts indicate prohibition of trade is not a solution. If there are abuses 
in any commodity market the Commodity Exchange Authority has ample powers 
to correct abuses and to penalize those violating ethical business practices. 

On such short notice it is not possible for the board to act and present a formal 
statement. However, I hope it will be possible to have this information intro- 
duced in the official record when the subject of prohibition of futures trading in 
potatoes is considered by your subcommittee. 

In the event your committee concerns itself with the legal phases on this bill, 
which prohibits trade, you may want to refer to testimony of an attorney, J. R. 
Arthur Miller, who presented a statement before the Senate Agricultural Com- 
mittee on Tuesday, March 25, 1958. I was in the room at the time his statement 
was received by the committee, and Senators present were impressed with the 
points brought out by attorney Miller. 

Sincerely yours, 
GEORGE WILKENS, 
Executive Vice President. 


A Britt To AMEND THE CoMMopITY ExcHANGE Act To PROHIBIT TRADING IN 
ONION FuTURES IN ComMMopiIty ExcHANGES (H. R. 376; S. 778) 


The following resolution was adopted by the board of directors of Minneapolis 
Grain Exchange, August 8, 1957: 

“The Minneapolis Grain Exchange believes it would be contrary to the 
spirit of growth of America for Congress to pass a law which would prohibit 
legitimate trade between its citizens. 

“Futures contracts in various forms are essential in most American businesses. 
These contracts may involve construction of shelter, transportation facilities, 
accumulation of foodstuffs, or a multitude of other economic endeavors. 

“In the past, there have been instances when it has been practical and desirable 
for Government to regulate trade. The facts may dictate the need for such 
regulation in onion futures contract trading. However, it is inconceivable that 
Congress should find it necessary or desirable to enact a bill to prohibit trading 
of a commodity in an organized public commodity market.” 


STATEMENT OF GEORGE WILKENS, EXECUTIVE VICE PRESIDENT, MINNEAPOLIS GRAIN 
EXCHANGE 


My name is George Wilkens, and I’m a staff employee of the association 
known as Minneapolis Grain Exchange. This association provides a public 
market place for 522 individuals engaged in all phases of grain marketing and 
processing. It was organized 77 years ago, in October 1881, and, since then, 
has been part of a vast, efficient, marketing system serving those who grow 
grain, those who store, transport, and process grain, and those who consume 
grain. 

This market place, its members and firms using the institution, have rendered 
a great and valuable service in the economic growth of the upper Midwest 
and of the Nation. That fact can be emphasized with confidence—grain farmers 
of this Nation have been well served for many years through this system 
of markets. The cost of that service has been very low. 

One important facet of this marketing system under consideration by this 
committee at this time, which has added immeasurably to low-cost operation, is 
the futures contract system. With your permission, I’d like to contribute what 
I can to a better understanding and a fuller appreciation of futures trading. 
My few remarks touch on elementary aspects of economics, so, perhaps, you 
should know I attended the University of Minnesota, did graduate study in 
agricultural economics, also a little teaching. 


MORE TRADE NEEDED 


I’d like to begin by asking the question: “Why do we have commerce and 
trade in this Nation and in the world?” There was a time in our country and in 
the world that people traveled less, and fewer products were moved from one 
position to another. Why have trade and commerce anyway? To me, there is 
a single word which answers the question and dictates the need for trade and 
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commerce. That word is “specialization.” We have specialists in the trades, in 
the field of science, in our factories, and on our farms. Compared to a hundred 
years ago, we live in a complicated environment which we call a civilized 
world. Our citizens have learned in order to compete they must become ex- 
ceedingly proficient in a particular line. This training makes them much more 
useful to society than to continue as a jack-of-all-trades with a general knowledge 
of all things. Whether that trend is good or bad is beside the point. That’s 
the way we find things. 

Since specialization dictates trade and commerce, the more specialization, 
the more exchange we find is necessary. The man in the shoe factory in Boston 
exchanges his surplus products with the wheat farmer in North Dakota, and so 
on, with thousands of ramifications. Under forces of competition, we have had 
developed in our country trade systems which provide services and products 
that consumers want and willingly pay for. 

The most casual research proves that there is a very positive correlation 
between the amount of trade and commerce of a nation and the economic stand- 
ard of living of its people. Therefore, it would appear Government should mo- 
tivate citizens to expand trade and commerce and not pass laws that will stifle 
legitimate trade and commerce between its citizens. Why any group should 
endeavor to prohibit trade and commerce between another group of citizens 
within that nation is a complete mystery and is without reason. Trade should 
be encouraged, not discouraged. 


FUTURES CONTRACTS USED EVERY WHERE 


During the past 10 years, I have had occasion to talk about the mechanics 
of futures trading to thousands of interested grain farmers, and I have yet to 
find a farmer who, once understanding the mechanics, fails to recognize it as an 
important part of an efficient grain-marketing system. That’s because contract- 
ing is commonplace to any business, including agriculture. Of many audiences 
of farmers I have asked this question: “Do you ever order your hybrid seed 
corn during the winter months when you know very well it can’t be planted 
before April or May?’ Almost without exception, farmers, as intelligent busi- 
nessmen, order seed corn months ahead of planting time. It’s the only sensible 
and practical thing to do to assure themselves of the kind of seed they need, 
These farmers are, actually, using a futures contract system. 

To help explain futures contracts in another way, I have aked this question: 
“Do governmental bodies in your hometown ever engage in futures trading?” 
Well, they’re not quite sure. “How about the school board—did they engage in 
futures contracting when they built the new schoolhouse? Certainly. How 
about the town board that agreed to resurface the 5 miles of road west of 
town—was there a futures contract involved?” Most certainly, there was—a 
specified completion date, a specified price, and specifications of materials to 
be used, even though the oil may still be in the well and the crushed rock in 
the quarry. 

Futures contracts permeate every phase of your daily living. Look at the 
real-estate business and the use we make of future commitments—mortgages, 
leases, etc. Before you left for the office this morning, you gave certain orders 
for certain things to be done. That, too, is a form of futures contracting. Fan- 
tastic, you say; perhaps so, but if you restrict the right of people to arrange 
futures contracts, where do you begin and where do you end? Rules to regulate 
practices of trade are in order, but prohibition of trade? Positively, ‘No.” 
The only exception, positive proof that such trade endangers the welfare of 
the public. 


CASH MARKETS AND FUTURES MARKETS CAN FUNCTION SIDE BY SIDE 


Some of the opponents of futures trading have said they cannot successfully 
complete their sales arrangements because futures contract prices, as public in- 
formation, are a disturbing influence in the background. My findings at the 
Minneapolis Grain Exchange prove that argument false and contrary to trade 
practice. Every day on the trading floor at the Minneapolis Grain Exchange 
there are hundreds of thousands of bushels of grain sold for immediate delivery 
(that’s in the cash grain market), while not a hundred feet away thousands of 
bushels will be sold on a futures contract basis. Here is an actual report from 
last Tuesday, March 18, as it occurred on the floor of this exchange : 
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Tom Moe, a wheat buyer for International Milling Co., bought a carload of 
No. 1 Northern Spring Wheat on the cash market at 10:28 a. m. It wasina 
boxcar, came from Wishek, N. Dak., was ready for immediate delivery to the 
mill. The price—$2.36%. 

Not a hundred feet away in the pit, his broker, Jim Johnson, at 11:28 a. m., 
bought a 5,000-bushel futures contract. That contract also called for No. 1 
Northern Spring Wheat to be delivered in May. The price—$2.25%. Are 
the cash grain traders handicapped because the futures contract system is 
functioning on the other end of the floor? Decidedly not. In fact, the two 
markets complement each other. The mill buyer was in effect saying to the 
sellers: “We need wheat today and we’re willing to pay $2.36%%. We realize 
it would be cheaper if we waited until May, but we need the wheat now.” 
For those who could wait, the prices was about 11 cents less per bushel. 

Farmers, processors, merchants, and others are not forced to use the futures 
markets. Those farmers who want to trade their commodities on a straight 
cash basis can continue to do so. If the futures contract system does not serve 
the industry, then, through disuse, it will pass out of existence. No prohibitive 
legislative action by Congress is needed; the public will decide the issue. 


HEDGING AND FUTURES 


If Mr. Moe, or any other terminal-market buyer, saw carloads of wheat 
offered in the cash market which suited his business and could be useful to one 
of their customers in the future, he would have made a bid or an offer on the 
wheat. If accepted, and not having an offsetting flour sale, Mr. Moe would 
then have ordered the broker to sell a like amount of futures contracts, or 
“place a hedge.” He now has physical possession of the wheat, but another 
party is carrying the risk of price change—perhaps a speculator. Perhaps, too, 
some other processor had sold finished goods and wanted to buy hedges when 
Tom’s company wanted to sell, thus establishing, in effect, a contract all the 
way from the country elevator through the exchange to the baker who uses the 
flour. These contracts trade rapidly and at very low cost, enabling grain firms 
and processors to keep inventories and sales in balance. In other words, “to 
stay hedged.” 

This system of futures contracting actually brings necessary capital into mar- 
keting and financing of inventories. Without a hedging medium, firms, includ- 
ing country elevators and cooperatives, would need additional dollars to carry 
their stocks. That is a complicated topic which cannot be developed at this 
time, but it is an important consideration to management of industry. 

Study after study, investigation after investigation, trade people, university 
researchers, all agree the futures contract system is the key to low-cost grain 
marketing. That question is not debatable—it’s a business fact. Any time you 
can reduce price-change risks on inventory, you reduce cost margins of market- 
ing. In any business, reduce the risk and you reduce the cost of doing business. 

You may complain the spread between the farmer and consumer is too wide, 
but attention in that regard should be directed toward special services demanded 
by consumers at the retail level, not at the principle of futures trading. Be- 
yond any doubt, futures trading makes for reduced marketing margins. 

(Attached to this statement is an exhibit, Opinions and Facts, which pro- 
vides more detail on hedging and trading of futures.) 


ALL ARE SPECULATORS 


In any discussion of futures trading, the word “speculation” requires atten- 
tion. Those righteous citizens who abhor futures trading (even though they 
practice it every day they live in this world) seek to attach an evil connotation 
to the word “speculation.” In reality, we are all speculators. 

Have the people in this room and the millions who pay Federal taxes ever 
given thought to the gigantic “long” position they have in the futures market? 
Gentlemen, we who pay taxes to the Federal Government are “long” in the 
commodity market about 3,000 million bushels. And, what’s more, to use a 
phrase from the market, “We are on margin call from time to time.” That hap- 
pens whenever the Department of Agriculture needs additional money to pay 
for the commodities we are “long.” 

That’s a crude illustration, perhaps, but it does help demonstrate the prin- 
ciple of speculative risk. Once commodities have been produced by farmers, 
the risk of ownership exists. Shifting the risk to a group of involuntary specu- 
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lators, the taxpayers, has not reduced one iota the element of price risk inherent 
in those commodities. That idea was well stated in an article by Professor 
Cravens, of Michigan State College, Are Speculators Gamblers, copy of which is 
attached. 

The futures contract system, in addition to facilitating trade and commerce 
between citizens, has made it possible to shift price risk from those who do not 
want to carry it to those who are willing to carry it. 

I suspect, if the truth were known, you might find some of the most severe 
critics of futures trading to be individuals who thought they were willing to as- 
sume these risks, but, after certain financial reverses, decided they did not want 
to assume the risk. Therefore, to set things right in the world, and with them- 


selves, “they’ll pass a law to prevent intelligent, responsible business trading 
between individuals and firms.” 


FREEDOM OF 





TRADE MUST BE PRESERVED 
If a wheat grower in Montana awakened this morning convinced it was in 
his best interests to arrange for the sale of his crop of winter wheat now in the 
ground; if on this same bright morning a baker in New York City concluded 
this was the day to orcer his supply of wheat flour for next December delivery ; 
and these two people get tugether and agree on the terms of the contract to 
complete their transaction, why should I or anyone else object to their contract? 

To me, or to you, the price agreed upon may be utterly ridiculous, but who 
am I to tell a wheat farmer in Montana or in Kansas what he should accept for 
his wheat, or dictate to the baker in New York what he should pay for flour? 

Certainly all of us as free citizens in this Nation want to preserve the right 
to participate and the right not to participate. If some members of the grain 
trade do not want to use the futures market as a hedging medium in their 
marketing operation, that is their privilege. However, if other grain companies 
find them useful, they should be permitted to use the futures contract system of 
an organized commodity exchange. It is well to remind ourselves that in a 
competitive society, no trading system, no service, no product, will long endure 
unless it provides an economic service demanded by the citizens. 

It seems to me that growers of farm products who choose not to start the 
marketing process until the product is in the bag, or in the bin should be free to 
make that choice. However, there is no logical reason why these people should 
have a law passed to force others to follow the marketing procedures of their 
choosing. 

PRICE MAKES TRADE 





Today we read so much about the business recession. In part, a recession 
results because people buy less. How then can they be encouraged to buy 
more? Will a price change help? The merchant on Main Street thinks so and 
attempts to stimulate trade by conducting a sale—he adjusts the price. What 
then is price? It really is history. It’s what two people agreed upon in the 
past—it’s gone—tomorrow or right now “price” may be different. In many 
ways prices in a market are similar to mercury in a thermometer—both register 
change. It is an accepted fact in our economic system that price change can 
stimulate trade. There are of course other forces which stimulate and expand 
trade, but price is an important one. 


CONCLUSION 


The case against futures trading is not sound, it is not reasonable. To im- 
prove the economic level of living of our people, we must expand and encourage 
trade, not prohibit trade. 

Our economic system of private ownership of property—this system of profit 
and loss, this system of changing prices, has its shortcomings, but can the critics 
produce a better system where people remain free, where people have dignity, 
where they have the right of decision? 

This system already has reasonable regulations and practical controls. In- 
telligent, resourceful, self-reliant citizens brought our Nation to a position of 
leadership in the world. Those same ingredients still exist, and the same free 
economic system is still available. It should be permitted to continue to serve 
the people of this Nation and of the world. 
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[From Daily Market Record, October 15, 1949] 
GRAIN EXCHANGE PuBLIC OPINION SuRVEY RELEASED TO PRESS 


(Following is the text of the news release as issued to the press, regarding the 
“Survey of Public Opinion in Minneapolis Grain Exchange Territory” :) 

Overall attitudes toward the Minneapolis Grain Exchange and the grain in- 
dustry as a whole are generally favorable throughout the upper Midwest, but at 
the same time large proportions of the people know little about the economics of 
grain marketing. 

These facts were brought to light in an independent survey made by the 
Opinion Research Corp., of Princeton, N. J., the results of which were released 
today. Coincident with release of the survey report, A. M. Hartwell, president, 
and F. Peavey Heffelfinger, chairman of the committee on public relations of 
the Minneapolis Grain Exchange, announced that a program of education would 
be conducted to acquaint the public with the economic importance of the marketing 
functions and services of the exchange and its members. This would be designed 
to correct misconceptions of the public revealed by the survey. 

The survey was conducted throughout Minnesota, North and South Dakota, 
and all but the western fringe of Montana. A total of 2,367 personal interviews 
were made, a sample which achieved an accurate cross-section of the territory 
surveyed. This sample was evenly divided between men and women and in- 
cluded all age groups over 21, all income and occupation classifications, and all 
city-size and rural classifications. 

Some of the other findings of the survey are these: 

The majority of people indicated they knew what a grain exchange was. 

“Supply and demand” and “the Government” are the main factors named by 
the public as determining the price of grain. 

Grain exchanges are regarded as a “necessary” part of the marketing process 
by two-thirds of the people who knew anything about exchanges. 

Large proportions of the public are uninformed as to how trading is carried on, 
and the functions of the various segments of the industry. 

In addition, the public has several misconceptions about the Grain Exchange 
and the grain industry. For example, the terms “speculation” and ‘‘gambling”’ 
are practically synonymous in the public’s thinking. Members of the exchange 
point out, however, that whereas gambling is a created risk which no one need 
take, speculation is simply the risk of ownership which someone must take. 

The public also suspects that big profits are being made somewhere in the grain 
industry, whereas the United States Department of Agriculture, in a recent 
bulletin, said that the whole marketing process—from the farmer through the 
elevators and exchanges to the processor—costs the consumer only 1.7 cents of 
each dollar spent for bakery and other cereal products. 

The majority of the public do not understand that the grain exchanges reduce 
the cost of grain marketing by providing a common meeting place for the grain 
buyers together with a display and sales room for the grain growers, and, con- 
trary to fact, some believe exchanges have something to do with selling prices. 


“OPINIONS” AND “FACTS” 


Following are some of the opinions of grain marketing practices revealed by 
the survey and some of the facts that will be utilized in the program of education 
to correct these mistaken impressions— 

Opinion.—Three people in ten think profits high in the grain business. 

Fact—(1) From the USDA Technical Bulletin No. 934 published in August 
1947 : 

This bulletin records the results of an extensive survey which established the 
fact that the cost of marketing grain is less than that of any other agricultural 
product. The survey showed that 1.7 cents out of the dollar spent by the con- 
sumer for bakery and other cereal products pays for all of the costs of marketing 
the grain that goes into such products. 

(2) The bulletin contains the following statement: 

“The marketing and physical handling from the farmer to the first processor is 
probably more efficient for grain than for any other farm product. Processing 
and distribution to the ultimate consumer account for most of the spread between 
the farm and retail price of grain products.” 
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This low cost of marketing has resulted from competition at every level of 
distribution, from the country stations into and through the terminal markets. 

(3) Minneapolis Grain Exchange rules limit the rates charged by commission 
merchants to 1 percent of gross proceeds of sales of grain. The rate of profit is 
exceptionally low in all segments of the grain business and substantial returns 
are possible only when a large volume of grain is handled or processed on an 
efficient basis. It is a volume business. 

Opinion.—Of those people with knowledge of grain exchanges, 75 percent did 
not realize they were regulated by Government. 

Fact.—In addition to being subject to all laws pertaining to individuals and 
corperations generally, the exchanges and their members are subject to many 
special Federal and State laws and regulations. 

Examples: 

(1) United States—“Commodity Exchange Act” (90-page document). Sec- 
retary of Agriculture designates contract market only when exchange rules 
comply with act. Sets limits on net long and net short positions of members; 
establishes maximum purchases and sales each day, requires daily reports to 
Secretary of Agriculture; provides Government supervisor at futures market; 
provides for registration of all futures commission merchants and brokers; re- 
quires segregation in separate accounts of all margins and other funds belonging 
to customers; provides for punishment of any violation of the act, including sus- 
pension or termination of privileges to trade on contract markets, etc. 

( 2 United States—“Grain Standards Act” (all grains are sold on Federal 
grades). 

(3) Minnesota—Laws, rules and regulations of State railroad and warehouse 
commission govern inspection and storing of grain. Provide scale inspection; 
licensing of commission merchants; registration and regulation of public ware- 
houses both country and terminal; grain sampling; set bond requirements; 
elevators submit weekly reports of grain holdings, etc. 

Opinion.—Exchanges set the prices. 

Fact.—The exchange never buys or sells grain and has absolutely no influence 
on price. The exchange provides and supervises the market place where sellers 
offer grain for sale and where buyers come looking for grain to fill their needs. 
There are many buyers and sellers in this open and competitive market. Futures 
prices are established by bids and offers which the rules of the exchange and 
Federal law requires must be submitted by open outcry in the pit. Thus all 
buyers and sellers have access to all bids and offers; and the public is kept con- 
stantly informed of the prevailing grain prices through the widespread publica- 
tion and radio distribution of current market quotations, both cash and futures. 

Opinion.—Big operators freeze out the little guy.” 

Fact.—All buyers, whether they represent large corporations or small con- 
cerns have an equal opportunity to purchase grain at the current market price. 
The small mill operator can buy grains just as cheaply as the largest flour miller. 

Opinion.—‘‘Just a few people with money can get in there.” 

Fact.—The Minneapolis Grain Exchange is neither a monopoly nor a closed 
corporation. Membership in the exchange is available to “any male person of 
legal age whose character, credit, and reputation for fair dealing are such as 
to satisfy the membership committees and the board of directors that he will 
be a suitable person to entrust with the privileges and responsibilities of mem- 
bership.” 

Opinion.—“It’s just on a paper” is a reference made to a futures contract. 

Fact.—All futures transactions, although carried on with rapidity and seem- 
ing informality, constitute binding legal contracts under the rules of Minneapolis 
Grain Exchange. The rules provide that a futures trade is a bona fide obliga- 
ion for the purchase or sale of grain at a stipulated price, for delivery at some 
designated future time, and the terms of each transaction must be fulfilled or 
an equivalent settlement made. Any default in such a contract would be punish- 
able under the strict rules of the exchange, but it is the proud boast of Minneap- 
olis Grain Exchange that no futures contract in this market has ever gone to 
default. 

Hedging is not understood by the public—Seven out of ten have never heard 
of the term “hedging.” 

Hedging is a process of trading in the futures market which enables the buyer 
or seller of grain to obtain the equivalent of insurance against loss through fluc- 
tuating prices, which are inevitable in the case of grain. He accomplishes this 
by offsetting a purchase or sale of cash grain with a sale or purchase of a like 
amount of grain in the futures market. For example, the process of hedging 





























PROHIBIT TRADING IN POTATO FUTURES 131 


permits the country elevator to buy grain from a farmer on a safe and narrow 
margin of cost and profit, which in turn enables it to pay the farmer more for 
his grain than otherwise would be possible; and it enables the merchandiser 
or processor of grain to reduce his risk to such an extent that he is able to make 
grain products available to the consumer at a lower cost than otherwise would 
be possible. 

The speculator assumes the market risk but this is not understood by the 
public.—A substantial speculative interest is essential to the functioning of the 
futures market if hedging is to be carried on effectively. Hedging transactions 
involving purchases and sales may at times balance, but this is only occasionally 
true. Thus, if a country elevator, a merchandiser or processor is to escape the 
risk of loss through changing prices when an opposite hedger is absent, some- 
one must be immediately available to furnish the hedging service he needs. 
In such cases it is the speculator who is willing to become a risk-taker or insuror 
in the expectation of deriving a modest profit from his investment. Without 
this speculative interest price swings could be drastic in the periods immediately 
following the grain harvest and at other times when actual hedging transactions 
are not in balance. 

Because this price insurance is available, marketing costs are low, resulting 
in maximum prices to farmers and minimum prices to consumers. 


SPECULATION 


1. Assumes risks already existing. 

2. A futures contract is a commercial transaction enforceable by law. 

3. A futures contract is an essential part of an efficient marketing system. It 
meets an economic need and is a public service. 

4. No one is necessarily a loser in speculative trades. 

5. Speculator provides price insurance on grain inventories held by mills and 
other processors, country and terminal elevator buyers. Both large and small 
businesses engage in hedging to protect the value of grain and grain products 
on hand, It is of special value to small firms with limited capital resources 
where even small losses would endanger the solvency of the company. 
6. Speculator anticipates price change. Does not cause the change. 


GAMBLING 


1. Creates a financial risk with the turn of a card. 
2. Gambling is prohibited by law. 
3. Gambling bets serve no economic function, have no place in channels of 
distribution, no standing in court and provide no public service. 
4, In gambling someone must be loser. 
5. Fills no economic need. 


COMMENTS FROM HIGH POSITIONS 


Mr. N. J. Barbare, president of the Portland Grain xchange (in the grain 
business Portland, Oreg. for 33 years), before the congressional Subcommittee 
on the Economic Report, October 20, 1947, stated in part: 

“Speculation is not something which is made or created within a grain futures 
market. Speculation is a circumstance which exists in the very nature of eco- 
nomic affairs. In grain, the farmer is the original speculator. His speculation 
starts when he buys his land, his equipment, and his seed. He speculates as to 
what he shall plant, and whether he may produce a crop, and how big it may 
be. He speculates as to the price he may get for it when harvested. 

“Once the crop is grown, there is a continuing speculative market risk, which 
sticks to that crop until it is consumed. The risk goes right along with the 
grain from buyer to buyer, as an integral part of its existence.” 

Justice Oliver Wendell Holmes, former liberal member of the United States 
Supreme Court, commenting about grain futures markets in the famous Christie 
Case decision, made the folowing statement : 

“In a modern market contracts are not confined to sales for immediate delivery. 
People will endeavor to forecast the future and make agreements according to 
their prophecy. Speculation of this kind by competent men is self-adjustment 
of society to the probable. Its value is well known as a means of avoiding or 
mitigating catastrophies, equalizing prices and providing for periods of want.” 
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{From Michigan Farm Economics for January 1948] 


ARE SPECULATORS “GAMBLERS”? By M. E. CrAvENS* 






From earliest recorded history there has been controversey about the specu- 
lator. Currently, those who operate on the grain exchanges are called gamblers 
by most of us who don’t speculate in grain. Just what are some of the facts? 

An uninformed person who operates in the market on the basis of hunches 
could be accused of gambling. The speculator who bases his judgment on the 
best facts available is gambling to about the same extent as the farmer who 
buys his fertilizer now instead of waiting until next spring, or who waits until 
next spring instead of buying now, or who cuts his hay today instead of yester- 
day. The speculator is a specialist who performs a marketing function. 

We often make the mistake of blaming major price movements on speculators. 
Those individuals are responsible to about the same extent that the weather 
forecaster is responsible for changes in the weather. Both study the under- 
lying forces and try to judge what they mean. Both are often wrong. The 
success of each of these is based on his knowledge. A difference is the fact 
that the speculator must be sure enough to risk his money. They are almost 
never 100-percent right, but they are constantly revising their estimates. If 
speculators could ever become completely accurate there would be no further 
need for speculators. 























NEED FOR SPECULATORS 








What are the functions of speculators in a market and what is the function 
of a market? Let us use an example: One of our graduate students spent a 
month in the Benton Harbor market, observing and collecting data on peach 
sales. He reports what many already know—that most of the purchases are 
made on the basis of orders from terminal markets. There are a few, however, 
who if the market is disorganized, will purchase for speculation. In other words, 
if the market price reaches what they consider a sufficiently low figure they 
will take a chance on buying in the hopes of reselling at more than the usual 
brokerage. It is one of the reasons why the Benton Harbor market price is 
watched by the produce trade throughout the United States. All who are 
familiar with the Benton Harbor market know that this does not iron out nearly 
all of the fluctuations, but it helps. 

There are other organized markets in which someone, who thinks the price 
is higher than the supply-demand situation justifies, can sell for delivery at 
some future date. The function is the same—to arrive at a price that will equate 
supply and demand. The market is merely a place where the buyers or sellers 
or their representatives can get together. Their decisions make the price. These 
decisions may be wrong but, as already mentioned, they are constantly being 
revised. For something as perishable as peaches even this revision is often too 
slow. For products such as wheat, the farmer can decide whether to sell today 
or next year, so hourly revisions are of some less consequence. 

The more buyers and sellers present in a market, the more stable is the price 
set. This is one of the important factors in the commodity exchanges. Without 
them the trading could be done only by traders who could afford to devote full 
time to the job. This would limit it to a very few traders and would “narrow” 
the market. 
































DEMAND, SUPPLY, AND PRICE 





What is the function of a price? The price of a commodity is primarily the 
combined judgments of buyers and sellers as to what the public will pay for 
the crop or other product available. For instance, the public may be willing to 
use 1 million bushels of grain at $5 per bushel, but will use 5 million bushels at 
$1 per bushel. Now suppose that our public (foreign or otherwise) suddenly 
expands and will use 6 million bushels at $1 per bushel but we have only 5 million 
bushels available to sell before the next crop. Unless the price increases (in 
this case, to say, $1.20 a bushel) there will be buyers for 1 million bushels more 
product than we have. The function of the market is merely to implement this 
decision by buyers and sellers. Many buyers who would have used the grain 
for feeding chickens or other livestock drop out of the bidding at $1 to $1.20. 
Their decision is a voluntary one. 


1 Mr. Cravens is assistant professor in agricultural economics at Michigan State College. 


-. _» a tat Bele wd 


PROHIBIT TRADING IN POTATO FUTURES 133 


Getting back to the speculators—when we have a grain crop of 1 million 
bushels and the price is based on a crop of 1,500,000 bushels a price adjustment 
is needed. The millers and bakers and cereal makers would be glad to continue 
paying $1 per bushel, except for one thing. If they continue to sell their prod- 
ucts at the present price they will run out of grain after about 8 months. That 
would be poor business and might also let some people go hungry. Of course, 
they would like to pay $1 and raise the price of their product so that the 1 mil- 
lion bushels would last all year. Except for the watchful eyes of those who are 
trying to guess what the price should be this would happen. If these speculators 
think the price is too low they don’t leave the miller to decide what he will pay— 
they put their money into the purchase of grain, thereby forcing the price up 
toward what they think is the correct price. The sad part, both from their 
standpoint and that of the public at large, is that they sometimes are wrong. 
Some make a business of keeping informed about the supply and demand. 
Others have no basis for judging what the price should be. One is a leader— 
the other a follower of the market. In both cases they put their money against 
their judgment. 

FREE VERSUS CONTROLLED MARKETS 


There are many real and assumed faults of the present voluntary-trading 
market. Most of our criticisms are based on these faults. We tend to forget 
that any system other than the present one has faults. We also tend to forget 
that since the future is always uncertain anyone who does anything that affects 
the future is a speculator. This is as true of a Government board as of a grain 
dealer. The difference is mainly as to which method will most nearly set a price 
in line with supply-demand conditions. It remains to be seen whether we will 
continue to improve the present system or try another system. Attempts are 
being made to mix them. This is like mixing oil and water. They will sepa- 
rate as soon as permitted. One system is based on the voluntary trading of 
producers and consumers at prices agreed upon and under rules designed to pro- 
hibit monopoly and manipulation. The other system sets the price the majority 
or some bureau representing the majority wants, and then attempts to force all 
producers and consumers to agree to it. If they were all-wise the two would 
no doubt set the same price. Since we are not all-wise, there are many who 
believe that the more flexible, voluntary one will come nearest to serving the 
interests of both producers and consumers over the long period. 


BROOKLYN, N. Y., April 25, 1958. 
CONGRESSMAN COOLEY, 


House of Representatives, Washington, D. O.: 


Strenuously object to H. R. 10282. As a processor of potatoes will have no 
means to protect ourselves on commitments without a futures exchange. 


PoTATO SERVICE COMPANY OF NEw YORK. 


GRAND Rapins, Micu., April 29, 1958. 
HovuseE AGRICULTURE COMMITTEE, 


Washington, D.C.: 


We and our many grocers feel the futures trading bill, H. R. 10282, should be 
thrown out. Why should a few use our industry as a basis for gambling? 


J. A. BESTEMAN Co. 
(And 50 employees). 


PRESQUE ISLE, MAINE, April 28, 1958. 
Hon. GEeorGE GRANT, 
Chairman, Subcommittee on Marketing, House Agricultural Committee, 
House Office Building, Washington, D.C.: 

Greatly concerned at steps being considered to limit futures trading on 
Maine potatoes. We find this market very necessary tool in maintaining 
orderly marketing schedules our production. I am strictly a farmer with no 
other interests. 


H. E. RUTLAND. 
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PRESQUE ISLE, MAINE, April 28, 1958. 
Hon. Greorce GRANT, 
Chairman, Subcommittee on Marketing, 
House Agricultural Committee, Washington, D. C.: 


Please record in your hearing records my most ardent objections to McIntire 
bill. I have used New York Mercantile Exchange for several years as a hedge 
and firmly believe it will be a great blow to Maine potato industry to eliminate 
potato futures trading. Maine potato council in no way represent my views 
and I am sure many, many other growers in Maine feel the same way. I am 
a potato grower only and ask that your committee make every effort learn 
actual usefulness of mercantile exchange rather than listen to all propaganda 
from so-called farmer organizations who supposedly represent large groups of 
growers. In many instances these growers are simply pinning low prices 
on mercantile operations whereas in my opinion supply and demand still de- 


termine prices. 
FRANK R, SHAW. 


Potato futures, New York Mercantile Exchange: Opening and closing prices 
of the 1955 April and May futures, Mar. 15-May 20, 1955 


{Dollars per hundredweight] 
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! Trading expired Apr. 21, 
3 Up the limit. 

3 Bid price. 
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Potato futures, New York Mercantile Exchange: Opening and closing prices 
of the 1958 April and May futures, Mar. 14—Apr. 24, 1958 


[Dollars per hundredweight] 
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1 Trading expired Apr. 22. 
2 Up the limit. 

3 Down the limit. 

4 Bid price. 

5 Asked price. 


Mr. Hacen. We will recess until an indeterminate date. 
(Whereupon at 12:15 p. m. the subcommittee adjourned, subject 
to call.) 
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WEDNESDAY, MAY 28, 1958 


Houser or Representatives, 
Specia, Acrion Domestic Marketing SUBCOMMITTEE 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 
The committee convened pursuant to notice at 2:55 p. m., in room 
1310, New House Office Building, Hon. George M. Grant (chairman 
of the subcommittee) presiding. 

Present : Representatives Grant and Anfuso. 

Also present: Representatives McIntire and Hagan. 

Mr. Granv (presiding). The committee will come to order, please. 

We will resume the hearings. 

Mr. Currrorp McIntire. Mr. Chairman, before the first witness is 
called, I would like to suggest to the committee that as each witness 
appears he be given an opportunity to make his complete statement 
in order to conserve time. I suggest this because when we previously 
had these hearings—you were not here at the time, I guess, Mr. Chair- 
man—the hearings on this bill were scheduled for the 29th and 30th 
of April. And in the original schedule, as approved by the chairman 
of the full committee, was a provision that the proponents of the bill 
would be given an opportunity to be heard on the 29th and the op- 
ponents on the 30th. 

[ think it was extremely unfortunate that people who came from 
long distances were not given an opportunity to testify, and while 
they have been permitted to file for the record, nevertheless they tra- 
veled a long distance and were not given a ¢ hance to make even a brief 
verbal statement. 

I would like to suggest with your permission, Mr. Chairman, that 
each witness be given an opportunity to make his complete statement 
before questioning in order that we can accommodate these folks. 

I am very anxious that there be a good hearing and that it be fair 
and objective in order that the sube ommittee and the full committee 
can have just as good a record on the aspects for or against this leg- 
islation as possible. 

I am sure that these are businessmen, some coming from substantial 
distances, and there are some from Maine, and I am quite familiar 
with that distance, so I would like to suggest that each witness be given 
a chance to make his complete statement and then committee mem- 
bers be given the opportunity of exchanging some questions and 
thoughts relative to this problem. 

(Discussion off the record.) 

Mr. Grant. The first witness is Mr. Frank Totman, Jr., of Maine. 

If you will come around, please. 
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Mr. Cutrrorp McIntire. I would like to introduce Mr. Totman to 
the committee, because I have known him personally over many years, 
and he is one of our outstanding citizens and is very conversant with 
our potato industry in Maine, both as a producer, and one who is in 
related businesses in connection with the industry. 

And I am personally very happy that Mr. Totman could be here 
to present his views, because he speaks from a great deal of experience 
in this industry. 

Mr. Frank Totman, Jr. 

Mr. Torman. In my statement, of which you have a copy I have 
signified that on certain dates that Congressman McIntire wrote me 
as follows, and where I have the word “read,” I will leave it out to 
save time. 

Mr. Anrvuso. If I may interject this, Mr. Chairman, I think that 
the witness should be permitted to read that. 

Where you indicate, then read the statement so that we will have 
your testimony in full. 

Mr. Totman, I have heard of you by reputation, and I think it is a 
privilege for us to have you here. What we are trying to get as already 
has been stated is a fuller hearing which is fair and objective. 


STATEMENT OF FRANK TOTMAN, JR., A. E. MOOERS CO., INC., 
HOULTON, MAINE 


Mr. Torman. If that is agreeable then, I will proceed. 

Mr. Chairman and members of the subcommittee of the Agricultural 
Committee of House of Representatives, gentlemen, I am attending 
this hearing as an opponent of Congressman McIntire’s bill to outlaw 
future trading on Maine potatoes. It was impossible for me to attend 
the future tradings hearing held in Presque Isle, Maine, by a previous 
committee representing the House Agricultural Committee in De- 
cember 1955. 

At the suggestion of Mr. McIntire I wrote a letter outlining my 
thoughts with reference to the trading potato figures and same was in- 
cluded in the congressional records of that meeting. Since that meet- 
ing in Presque Isle there was a referendum among the growers, results 
of which indicated, by a large majority, that the growers did not 
favor potato future trading on the New York Mercantile Exchange. 
I am a sizable grower, and for the past several years have been raising 
300 acres of certified seed. 

I did not receive a copy of the ballot. Other farmers have reported 
that they did not receive copies of that ballot. A farmer raising 
750 acres in the Limestone area recently advised me that he did not 
receive a copy of that ballot. The Maine Potato Council, by a vote of 
its board of directors, was responsible for issuing these ballots. As 
a result of the majority vote on this referendum Congressman McIntire 
was requested to submit a bill to Congress asking for a ban on potato 
future trading on Mainet potatoes. He was quoted in local papers 
as representing the grower when introducing this bill. 

Under date of March 10 I sent Congressman McIntire a wire, the 
contents of which I had previously checked with members of the 
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Maine Potato Committee of the New York Mercantile Exchange. 
The contents of this wire was as follows: 


As chairman of the Maine Potato Committee of the New York Mercantile 
Exchange I have been instructed to lodge a protest with you in conjunction with 
your proposal to introduce an amendment to the so-called onion bill, and, if un- 
successful, to introduce a bill of your own, to prohibit Maine potato future sales 
on the New York Mercantile. We feel that we represent an important segment 
of the industry. Our committee consists of buyers and shippers, bankers, pro- 
cessors, fertilizer companies, all of whom have worked closely with Federa! 
agencies, such as Farm Security and Production Credit, in supplying 90 percent 
of the cash to raise Maine’s crops. We should be given an opportunity to ex- 
press our feelings regarding potate (Maine) future sales on the New York 
Mercantile and we are of the opinion that when you confine your efforts to grow- 
ers only we are without representation. 


Under date of March 11, Congressman McIntire wrote me as 


follows: 
Marcu 11, 1958. 
Mr. F.. H. ToTMAn, 
Chairman, Maine Potato Committee, 
New York Mercantile Exchange, Houlton, Maine. 

DeaAR FRANK: Thank you very kindly for your wire. 

One who is in public office, particularly in the legislative field, always makes 
an effort to interpret the opinion of elements within an industry or public opin- 
ion, and, on the basis of the best information available, to take a position on 
legislative matters. 

In relation to futures trading on potatoes, the following facts are important 
in evaluating a position: - 

(1) The Maine Legislature memorialized the Congress relative to this prob- 
lem. 

(2) The following organizations support legslation to eliminate futures trad- 
ing: 

(a) The Maine Potato Council. 

(b) National Potato Council. 

(c) Aroostook Farm Bureau Association. 

(d@) Maine Farm Bureau Association. 

(e) American Farm Bureau Association. 

(f) United Fresh Fruit & Vegetable Association. 

(3) A September referendum supported elimination of futures trading on 
potatoes 9 to 1. 

In the past few days I have had numerous wires from potato growers associ- 
ations in Maine and from individuals. Knowing many of these individuals 
personally, I note that they are potato shippers, directors of production credit 
associations, and bank directors, as well as growers. 

On the basis of this situation, I would like to ask what you wou'd interpret as 
the position to be taken by one who is attempting most sincerely to represent 
the Maine potato industry in the legislative field here in Washington? 

Kindest personal regards, 

Sincerely yours, 
CLIFFORD G. MCINTIRE, 
Member of Congress. 


Under date of March 13 I answered Congressman McIntire as 
follows: 


Marcu 138, 1958. 
Congressman CLIFFORD G. McINTIRE, 
Washington, D. C. 

Dear Curr: I have your letter under date of March 11, and as I had not 
returned from the State committee meeting in Augusta, Floyd passed on its 
contents to the vice chairman of our committee, Fred Warman. He told Floyd 
that he would answer, but, nevertheless, I feel that I, personally, should 
acknowledge same and pass along whatever remarks I care to make. 


10 
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You and I have discussed this matter on previous occasions and I, of course, 
realize there is organized opposition to potato future sales. I know who this 
opposition is, and so do you. I also know that the referendum you mention 
was a selected one; at least the evidence points that way. Many farmers claim 
that they did not receive a questionnaire. People were allowed to vote in this 
referendum who had never used the facilities of the mercantile and who knew 
very little about it. I also believe that if a referendum were taken within the 
past 2 months you would see an entirely different result. I, personally, think 
itis a matter of education. 

As to the last paragraph of your letter, you know the group who has been 
forcing the issue. They are represented in at least five of the organizations you 
list. As to the United Fresh Fruit & Vegetable Association, you are familiar 
with the situation there. I did not hear of any action taken at this year's 
meeting. 

This mercantile operation has become a valuable asset to our business, and I 
propose to leave no stone unturned. If there are legitimate complaints against 
the mercantile then I think the proper authority to handle it is the Commodity 
Exchange Authority. I do not think I would be a party to try and legislate a 
business out of existence, especially when the opposition does not come out in 
the open. Occasionally I talk with a farmer who is opposed to the mercantile, 
and I endeavor to obtain his reason. Invariably his answer is, “Well, I never 
used it, but I hear that it is not too good for the industry.” 

There is no question in my mind that you are not acting in good faith. Neither 
do I think you are subtle enough not to actually know who and why the pressure 
is on you to put this bill before Congress. 

Sincerely, 
A. E. Mooers Co., INc., 
F. H. Torman, President. 


On March 11, 1958, I wrote the following letter to Senator Margaret 
Chase Smith: 
Marcu 11, 1958. 
Senator MARGARET CHASE SMITH, 
Washington, D.C. 


DEAR MARGARET: I wish to confirm the subject matter of my phone conversa- 
tion with you yesterday, regarding Congressman MclIntire’s proposed amendment 
to the onion bill, prohibiting potato future trades on the New York Mercantile. 

First of all I am attaching hereto copy of wire, that, as chairman of the 
Maine potato committee of the New York Mercantile Exchange, I was instructed, 
by a majority of my committee, to send to Congressman McIntire. The members 
of this committee are as follows: 


Milton Adelman, secretary, Mars Hill 

Fred Warman, vice chairman, Presque Isle 

John Roth, president, Beaver Brook Farms, Caribou 

Jack Houghton, partner, Daigle & Houghton, Fort Kent 

John Baxter, vice president in charge of production, H. G. Baxter & Sons, 
processors, Hartland, Maine 

Fred H. Philbrick, buyer and shipper, limestone 

Perrin Edmunds, C. A. Powers Co., Fort Fairfield 


All of these men, with the exception of Fred Philbrick, assured me that they 
were wiring Congressman McIntire their personal opposition to his proposed bill. 

Congressman McIntire was quoted in the Sunday Portland Telegram to the 
effect that he was introducing this bill on behalf of the growers. 

Several months ago the Maine Potato Council, supposedly, sent out ques- 
tionnaires to all potato growers, asking them to take a position, for or against 
potato future sales on the New York Mercantile. There is some question as to who 
actually received those questionnaires. I, personally, am a grower of 300 acres 
of potatoes, and I did not receive a questionnaire. In talking with Mr. Philbrick 
yesterday he advised me he did not receive a questionnaire, and he is a sizable 
grower. I have received the same answer from both large and small growers. 
These negative answers lead me to one conclusion, that the solicitation was 
selective. I refer you to congressional records of the potato futures hearing, 
which was held at the Northeastland Hotel in Presque Isle, on or about December 
9, 1955, and members of the House Agricultural Committee attended in person. 
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If you will read, as I assume you already have, the pros and cons submitted at 
that time, you will notice that the testimony of the majority against potato 
futures trading indicates similarity. Previous to that time several farmers 
bought potato futures and were speculators, and not hedgers. The result was 
disastrous for these individuals. At that time Aroostook County banks had not 
accepted, generally, the New York Mercantile potato future sales as a commercial 
banking procedure. 

During the ensuing years all of the financing agencies, such as the leading 
banks in the county, the Farm Security and the Production Credit, fertilizer com- 
panies, and buyers and shippers of potatoes, all of whom supply 90 percent of 
the cash which goes into the production of Maine’s crop, have accepted the potato 
future sales as a means of hedging loans advanced for production purposes. To- 
day it is an accepted practice, and any grower, who has a good moral rating, can 
be financed at his local bank if he desires to hedge a certain percentage of his 
crop as potato future sales on the New York Mercantile. In this way a grower 
can insure himself against serious loss and cover himself for out-of-pocket ex- 
pense. There is nothing compulsory on the part of the grower to take advantage 
of this medium of financing. I maintain, however, that those who do wish to 
protect themselves should not be denied that privilege. 

There has been some justified criticism of certain dealings on the New York 
Mercantile. To my knowledge these criticisms have reached the proper channels 
and positive action has been taken. In some cases traders have lost their 
licenses entirely, and 1 or 2 have been suspended from trading for a certain 
period of time. The Commodity Exchange Authority, who has direct supervision 
of the New York Mercantile operations, maintains two representatives on the 
floor of the exchange during business hours. In addition, representatives of the 
Commodity Exchange Authority make periodic checks with members, traders, 
floor brokers, and banks, to see that all are complying with regulations. 

The New York Mercantile ticker service is a source of market information 
which reaches the grower ahead of any USDA Market News Service, which is 
usually 24 hours late. In this way the farmer has valuable information before 
he offers his potatoes for sale. 

I believe potato future sales on the New York Mercantile represents progress 
in the industry. It is fair for the grower, the buyer, and shipper, the receiver, 
and the consumer. All segments of the industry have the same opportunity. 
The farmer can protect himself on sales; the buyer can protect himself on pur- 
chases; the processor can cover his inventory. The consumer buys our product 
on a supply and demand level. 

If Congressman MclIntire’s bill is sucessful, it will, in my opinion, reduce 
the possibility of additional processors establishing themselves in Aroostook 
County. Today 45 percent of the Idaho crop is processed, while only 20 percent 
of Maine’s crop is processed. In Maine most all communities are encouraging 
processors to come to Aroostook County. We, here in Houlton, have a very large 
prospect. At Island Falls a community group has already built a plant, and 
equipment is coming in daily. Latest information is that they will be in pro- 
duction by the tail end of the season. 

This plant will not be able to supply the demand for their product once they 
start production. Those of us who are close to the situation believe that it will 
be necessary to establish additional plants in areas of Aroostook County, which, 
at the moment, need industrial development. 

I have given you a picture of the situation, and respectfully suggest that you, 
as titular head of Maine’s delegation in Washington, lend an attentive ear to the 
rumblings and the furor which may result by Congressman McIntire’s committing 
himself to only one segment of the industry. If opportunity presents itself, I can 
assure you, there will be representatives of our segment of the industry, who will 
attend any public hearings on this proposed bill. 

With kind personal regards, 

Sincerely, 
A. E. Mooers Co., INc., 
F. H. Torman, President. 


Under date of April 22, I called a meeting of the Maine Potato Ad- 


visory Committee of the New York Mercantile. The purpose of this 
meeting was to discuss different phases of the New York Mercantile 
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nme and their possible effect on the present potato market. 
resent at that meeting, besides myself, were: 

Mr. Fred Warman, vice chairman of our committee. 

Jack Roth, representing Beaverbrook Farms, Inc. 


Milton Adelman, secretary of the committee representing Adelman Bros., of 
Mars Hill. 


BE. Perrin Edmunds, representing C. A. Powers Co., Fort Fairfield. 
There were also the following invited guests: 


Bryce M. Jordan of the Maine Potato Growers. 

Frank W. Hussey of the Maine Potato Council. 

Arling Hazlett, economist, Maine Department of Agriculture. 
Carl R. Smith, Bangor & Aroostook Railroad. 

Ernest Chasse, grower. 

Irwin Porter, cashier, Northern National Bank. 


I will not read the minutes of that meeting. They are in my file. 

I maintain that potato futures trading under New York Mercantile 
represents progress in our industry as legitimate hedges. All segments 
of the industry can be protected against serious loss, farmers, buyers, 
shippers, processors, financing agencies, fertilizer companies. 

Records indicate that 90 percent of the farmers in Aroostook County 

are financed, directly or indirectly, by the aforementioned agencies. 
Potatoes are legal tender in Aroostook County. Everybody gets in the 
act. Farms are bought and sold for so many barrels of potatoes. 
Automobiles and trucks, fertilizer, seed, spray material, farm ma- 
chinery, all bought and sold on future deliveries of potatoes. A farmer 
purchases a farm with a certain cash deposit; the labs of the farm 
is mortgaged and the mortgage holder requires the farmer carry fire 
insurance on the buildings to protect the mortgagee insofar as his 
interests appear. 

The farmer then negotiates a loan to put ina crop of potatoes. Who- 
ever supplies the money for this operation requires the farmer to put 
on hail insurance during the growing season, and fire insurance when 
the potatoes have been delivered to storage for the protection of the 
mortgagee, or the supplier of funds insofar as his interests appear. 
Now, the farmer has his farm; he has his crop, all heavily mortgaged. 
Isn’t it logical for him to take one further step and insure himself 
that he is going to be able to make satisfactory payment and interest 
on his indebtedness by hedging a certain amount of potatoes as future 
sales on the New York Mercantile, if, and when, he can sell at prices 
equal to, or above, cost of production. 

Local banks in the county have accepted this medium as sound 
business procedure. Any farmer who has good moral rating can 
arrange with a local bank for necessary deposit and margin cost. 
When it comes time to deliver these potatoes he can sell them on the 
cash market through regular channels and buy back his hedge. 

Thus he has insured himself against losing his farm and possessions 
and still has a sufficient supply of potatoes to sell on the actual market. 
Difficulties arise when the farmer is allowed to buy back his hedge 
and fails to move his potatoes at the same time. 

Farm Security and Production Credit have looked with favor on 
these transactions. Many mortgages have been reduced in Aroostook 
County through this procedure. Processors have hedged their in- 
ventories purchasing potato futures on the mercantile and selling these 
futures as they purchase actual potato inventory. 
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Gentlemen, future sales of potatoes on the New York Mercantile, 
represents a large volume of business and is beneficial to the economy 
of the county. I have indicated that this method of hedging repre- 
sents progress in our industry. Before the mercantile came into the 
picture farmers were able to sell futures direct, or through brokers, and 
receive $100. A car deposit for table stock, and $200, a car deposit 
for certified seed. 

When it came time to deliver the potatoes, if the market was high, 
the buyer would take delivery. If the market was low he would, in 
most. cases, sacrifice his deposit, and there was very little that the 
farmer could do about it. One future sale in Aroostook County estab- 
lished the price for all future sales. : 

Today, no farmer, nor broker, will sell or buy cash futures with- 
out first checking the New York Mercantile for the price for the 
particular month of delivery. Every sale is a different sale. It 
rises and falls with supply and demand. If the buyer, or seller, 
wants to cancel out his contract on the mercantile because of fluctua- 
tions of price, he can do so. If he has sold as cash futures then 
seller must deliver and the buyer must accept or forfeit his deposit. 

One hears that the mercantile hurts the cash market. Let’s go back 
to January 1, 1958. If memory serves me correctly, potatoes were 
selling on the cash market for $2.50 to $3 per barrel. In February they 
were selling for $4 a barrel. The middle of March they were selling 
for $6 a barrel. April 1 they were still selling at $6 a barrel. April 
15, $2 a barrel. The highest cash price for potatoes was $6 per barrel. 
May futures reached an alltime high of $6.15 per hundredweight 
delivered Harlem River, N. Y. 

If we take off $1.15 per hundredweight, which represents freight, 
brokerage, bags, labor, we get back to $5 per hundredweight, which 
is equivalent to $8.25 per barrel. If farmers would prefer to sell their 
potatoes for $6 per barrel instead of $8.25 per barrel, then I say, rule 
out potato future trading. 

If that question were put to the farmer in Aroostook County, how 
many do you think would want to sell their crop at $6? I have 
heard complaints that since the advent of future trading on the New 
York Mercantile, buyers are not interested until the mercantile opens. 
Let me assure you, gentlemen, sellers are not interested until the 
mercantile opens. You cannot buy potatoes in Aroostook County 
before 10 o’clock in the morning. 

Every farmer in Aroostook County has a radio and in many cases 
a television set. He receives crop reports daily, potato reports and 
is as familiar with market conditions as any — He hears all the 
propaganda and makes his decisions accordingly. He attends meet- 
ings sponsored by the Maine Potato Council, receives crop estimates 
from the United States Department of Agriculture each month, dis- 
appearance reports from the Maine Potato Administrative Committee. 

The farmer in Aroostook County today is well posted. Naturally, 
he does not want to sell his product until he knows whether the mer- 
cantile is up or down. All things taken into consideration, it is not the 
mercantile that affects the cash market, but the old law of supply and 
demand. The mercantile brings the farmer within 2 seconds of New 
York City. Information comes over its ticker service of great value. 
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In conclusion, gentlemen, I have closely been associated with farmers 
and potato business for the past 36 years. There is an old saying, “If 
you stay in the business long enough, you die broke.” 

Successful years seems to run in cycles. During these 36 years I 
can only remember a few really good years. The mercantile if proper- 
ly used can average out those good and bad years. Instead of A ocistons 
out this medium of protection, let us put on an educational program 
and help the farmer help himself. 

Thank you for the opportunity of presenting my views. 

Mr. Anruso. Mr. Chairman, I have several questions that I would 
like to ask this witness, but in the interests of saving time I would 
defer asking any questions so as to permit all of these people to tell 
their story as quickly as possible. If that is agreeable with Mr. 
McIntire ? 

Mr. Cuirrorp McIntire. Yes, that is all right with me. 

Mr. Torman. Thank you. 

Mr. Grant. Mr. Carpenter. 

You may proceed, sir. 


STATEMENT OF ANTHONY CARPENTER, WATER MILL, N. Y. 


Mr. Carpenter. Gentlemen, my name is Anthony Carpenter. I re- 
side at Water Mill, N. Y. I ama farmer, basically, and started out in 
1930 with 80 acres of rented potato land, on Long Island. I was 
driven out of this operation by high taxes, but over the past 28 years, 
I have been able to expand steadily. My operations now include 
1,250 acres in Florida, 180 in upstate New York, 800 in North Caro- 
lina, 600 in Virginia, and 280 in Delaware. I finance approximately 
3,000 acres in addition, 300 of these in Maine. The growers I finance 
are ineligible to get production credit financing and have difficulty 
with their local banks because the Government and most banks do not 
understand or practice futures trading on the New York Mercantile 
Exchange. 

I can afford to finance these growers without risk to myself because 
of the futures market. 

Let me be specific. My purchases from Maine potato growers in 
1958 amounted to approximately $1,400,000. My financing of grow- 
ers in other areas is very large. If it were not for the futures board, 
I would have to eliminate between 60 and 70 percent of the deals I 
make with small growers. Whether they know it or not, these men 
would be without financing and without the means of earning their 
living in the potato business. Some banks in Maine understand and 
practice futures trading, but banks in many potato-producing areas 
do not, and this is a great loss to potato men throughout the Nation. 
It makes their financing more cumbersome, they get less credit, and 
it costs them more. 

Many small potato growers in Maine do not understand futures 
trading because they do not sell or merchandise their own crops. If 
they did, they would be strong advocates of the board, as I am and 
as are so many leading potato men in Maine and elsewhere. The 
small grower sells through a dealer and his dealer is therefore faced 
with the problems of hedging and merchandising. I think to a large 
extent the unhappiness in Maine lies in misunderstanding of the true 
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value of the futures board to us potato men: If Maine growers really 
indannesa it, they would not try to have futures eliminated; they 
would be thankful for its existence, as Iam. I assure you if Maine 
doesn’t want futures trading in its potatoes anymore, some other area 
would jump at the chance. 

Now, let’s take this year as an example. This winter for a lon 
period I paid a premium of 25 cents over the current cash price an 
yet made 23 cents for myself per hundredweight through hedging. 
Now if the Maine growers from whom I bought had understood fu- 
tures, they could ~ ave sold on the board for themselves and made 48 
cents instead of 23 cents, doubling their profit. This year one con- 
tract or another was as much as $1.28 ahead of the cash price, and 
even the current or spot contracts were 50 to 60 cents ahead of the 
cash market for 5 to 7 days in March and again in April. The May 
contract averaged 90 cents above the cash market for months. Any- 
one with potatoes could have hedged during these months and made a 
handsome profit for himself. And any grower who used the board 
this year couldn’t possibly have lost money if he had tried. 

I should like to add that I feel I owe much of my success to the fact 
that I could expand my operations without excessive gambling because 
I could hedge my potatoes on the futures board of the New York Mer- 

cantile Exchange. 

Now for just a moment let’s look at current futures prices and next 
year’s crop, which is just going into the ground. The contract for 
March 1959 is now being traded. It went on the board at $2.95 and 
is now trading around $2.60 to $2.70. A grower could by now have 
sold hundreds of cars and guaranteed himself a profit for next year. 
I hope you gentlemen realize what enormous stability this fact brings 
to the potato business. This price also allows us potato men to decide 
how much acreage to plant for next year; it is a beacon light for all 
of us as we try to figure out the future. 

To get back to our friends in Maine, this year for months I was 
unable to call Maine in the morning and buy a cash car of potatoes 
until the futures market had opened. 

Now why was this? It was because the grower knew the futures 
price would be high and would help him back up a demand for high 
prices. I remember very well the days before the futures board when 
the grower would be utterly in the dark on price. It would take 3 or 
4 days for information to trickle up to him and, meanwhile, he might 
have lost thousands of dollars by selling too cheap. The buyer has 
all the latest facts and figures, I assure you. But the futures board is 
the only guide the grower has in setting prices. It is a guide that I 
fear the grower undervalues and if it is eliminated, he will be the 
first one to regret it. 

Before the advent of futures, many farmers had to sell their future 
crop to a buyer below the cost of production in order to get financing. 
I remember all this too well, as do my neighbors on Long Island. Now 
they can sell at a profit even as far in advance of the season as today. 
This is a great boon to potato growers, gentlemen, and if it is elimi- 
nated, I am sure they will cry to get it back. 

I realize that right now people in Maine are complaining that the 
futures prices have dropped. They claim this brought down the cash 
price of potatoes. Gentlemen, this is foolish. The price of potatoes 
depends on one thing only, supply and demand. The futures board 
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is a reflection of supply and demand. To blame the board because 
there was no shortage of potatoes this month is just silly. The board 
= there so we farmers can hedge and it served this purpose ideally 
this year. 

Let me sum up by saying that the futures board brings great stability 
to the potato deal; it greatly improves a grower’s chances of getting 
= financing; and it is a valuable guidepost to the whole industry. 

think those who oppose futures trading do not truly understand it 
and are ill advised. Those who use it properly flourish. I believe 
that if futures were eliminated, these growers would be the first to beg 
for its revival. Without the futures board, I personally would be 

reatly hampered in my operations and I aaase have to reduce my 
oans to growers on next year’s crop by 60 percent to 70 percent. 

I would like to add, if I may—it is not on here—in my opinion the 
brains that we have in our industry and all the organizations, if we 
got together to try to find outlets for the consumers, and get more 
consumer use of potatoes, we would not need hearings and organiza- 
tions and statistics as much as we need them today. 

Thank you, gentlemen. 

Mr. Grant. Thank you. 

Mr. Anruso. With the same understanding, Mr. Chairman, I will 
forego asking any questions of Mr. Carpenter. 

Mr. Grant. Mr. Warman. 

Mr. Cuirrorp McIntime. Mr. Chairman, I would like to introduce 
Mr. Warman to the committee. I have known him over many years, 
and he is one who is active in our potato deal, knowing it from the 
standpoint of the producer and from the standpoint of feed and table 
stock dealers. 

I am very happy that he is here to offer to the committee his under- 
standing of the futures trading and its relationship to the Maine 
industry. 

Mr. Grant. Thank you. 

Mr. Warman. Thank you, Cliff. 





STATEMENT OF FRED WARMAN, PRESQUE ISLE, MAINE 


Mr. Warman. Mr. Chairman, members of the Subcommittee of the 
House of Representatives on Domestic Marketing, and gentlemen, 
I am financially interested in the growing of about 500 acres of pota- 
toes in the State of Maine. I produce these potatoes for shipment as 
seed to the New England States and other States, such as New York, 
Pennsylvania, New Jersey, and Delaware. In addition, my company 
ships another 100 cars of seed potatoes to various customers in the 
States mentioned above. 

I am appearing here as an opponent of Congressman McIntire’s bill 
to outlaw futures trading of the Maine potatoes. I feel that it would 
be a big step backward in the development of the potato industry 
if this future trading were to be discontinued. Also, I feel it would 
deprive my company of an important aid in doing business. 

I start to sell seed potatoes in the month of July. At that time the 
crop of Maine growers has not reached a state of maturity where they 
fee] they are in a position to sell me part of their crop that I may 
apply it against my sales of actual futures. I would be most vulnerable 
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financially if I could not cover these sales in some manner, such as by 
purchases on the New York Mercantile Exchange. This is my in- 
surance company to use in my business dealings. You would not 
think of depriving me of my life insurance, for my family protection, 
or my fire insuarnce, that protects my home and buildings, why deprive 
me of an opportunity to protect my business dealings ? 

I have many friends who are large potato growers. During the 
season now ending, they have been enabled to come out with a very 
profitable year, due to the fact that they hedged sizable blocks of 
their crop on the New York Mercantile Exchange. Picture if you 
will, a grower with 70 carloads of potatoes. Due to car shortages and 
other things, it is not possible to ship any large part of that crop 
during any 1 month. During March and April this year potatoes 
on the futures board reached a price that would return these growers 
as much as $8 per barrel shipped late April or early May. I know 
several of these growers who while shipping as fast as possible, sold 
additional blocks on the futures board for later shipment. Surely 
you would not deprive these people of this insurance opportunity. 

As an actual shipper of Maine potatoes, I have had this experience. 
Every year when my firm sells actual futures to be shipped to a speci- 
fied buyer, and the price drops as much as $1 per hundredweight 
which means $500 per carload, I have been told to keep the $200 per 
car which I received as an initial deposit and forget the deal. Yes, 
we can sue and maybe after great expense and delay, recover part of 
the loss—maybe. But in most cases you would be just as well off to 
forget it. No such thing can occur on the futures board because ade- 
quate margin must be maintained at all times. 

I have heard this complaint against the futures board—people in 
other States are selling Maine potatoes short. 

Let us take a look at that situation. There cannot be a seller with- 
out a buyer. There can be no quarrel with one who buys Maine pota- 
toes. But now let’s look at the shorts. Eventually he becomes the best 
customer that the Maine potato grower can possibly have. There is 
only two ways he can get out of his deal—he must buy Maine potatoes 
to deliver, or go to the person to whom he sold them and get out of 
the deal at the purchaser’s price. 

Therefore, I think the short seller is an asset to the market because 
eventually he must become a customer—he must become a customer. 

In closing, let me say the flour manufacturer buys wheat against 
future sales of finished product. The cereal manufacturer buys corn 
as insurance against loss. You could mention all the other commodi- 
ties in the same category. 

Why deprive the potato processor of an equal opportunity when 
we in Maine so badly need industrial development. 

Thank you. 

Mr. Grant. Thank you very much. 

Mr. John Baxter. 

Mr. Cuirrorp McIntire. Mr. Chairman, I would like the pleasure 
of introducing Mr. Baxter. To me he is known as Jack, and he is 
associated with his family in the food-processing business in Maine, 
a very outstanding concern. The Baxters are substantial processors 
of potatoes, and have been over many years. 
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I expect, Jack, you were a processor even before there were futures 
trading as well as during this period? You were not, you say. 

In any event, these folks are substantial processors, and good proc- 
essors, and I am very happy Mr. Baxter is here to present the aspect 
of futures trading as he and his associates see it in relation to the 
processing business, and also I expect, Jack, yours is the viewpoint of 
the industry as a whole. 

Weare very happy to have you here, Jack. 

Mr. Grant. Thank you. Proceed. 


STATEMENT OF JOHN L. BAXTER, JR., VICE PRESIDENT, SNOW 
FLAKE CANNING CO., HARTLAND, MAINE 


Mr. Baxter. I believe we started what we call processing, Cliff, in 
1942, and the exchange started, when, in 1941, didn’t it ? 

Mr. Currrorp McIntire. Yes. 

Mr. Anrvuso. That is close enough. 

Mr. Baxrer. This is a statement opposing legislation seeking to 
ban the trading in Maine potato futures, to the Committee on Agri- 
culture of the United States House of Representatives by John L. 
Baxter, Jr., vice president, Snow Flake Canning Co., Hartland, Maine. 

Our company processes Maine potatoes into several canned, frozen, 
and dehydrated potato products. We will process approximately 
1,000 carloads of the 1957 Maine crop. 

And I might add here we expect to process considerably more than 
that in the next crop. 

The nature of our sales and distribution is such that we must make 
a firm price in the fall to many of our customers for quantities of 
= which approximate their total requirements to the next fall. 
3ecause of plant capacity and finished product storage considerations 
these contracts are produced during the normal marketing period of 
Maine potatoes—approximately September 15 to June 15. 

It is obvious that when such contracts are entered into by us we 
are immediately short the number of cars of potatoes it will require 
for their manufacture. 

One further bit of background in this regard is the fact that the 
manufacture of frozen french-fried potatoes requires raw material of 
specifications which are not found in all Maine potatoes, ‘These spe- 
cifications have to do with sugar content, solids content, size, and i1n- 
cidence of soft rot. We have at times been unable to accept up to 50 
percent of the raw potatoes offered to us because they did not meet 
our requirements. 

In the marketing and specification situations noted above, use of 
the New York Mercantile Exchange serves for us several useful pur- 
poses : 

First. In constructing our costs in order to quote a price for finished 
product to be manufactured from September through June, we have 
in the futures market quotations an immediate index of raw potato 
costs for each of the important marketing months during that period, 
We know of no other such index. Without these values as established 
by the exchange, we would have no precise way of determining the 
probable price of our raw stock over the period. 
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Second. When our offers have been accepted, we are able almost in- 
stantaneously to hedge our raw material requirements by buying pota- 
to contracts in monthly options related to our rate of usage, thus 
assuring us of a firm raw material price for our product. This is 
extremely important, because our potato raw material cost is the single 
most variable cost with which we have to contend, and it is not practi- 
cal, nor do we believe good for anyone, least of ‘all the consumer, to 
try to vary the daily or weekly price of frozen french-fried potatoes 
in the retail market according to the variance in the spet raw potato 
market. Were we to avoid this by setting a price to take care of all 
eventualities the consumer would necessarily be paying too much 
when those eventualities did not dev elop. Two recent years will illus- 
trate our problem, they being the 1955 and 1957 crop years, during 
which the per barrel price of Maine potatoes to the grower varied from 
$1 to $7 and $1.50 to $6, respectively, during our produci ing season. I 
know of no other means of hedging a large number of carloads of 
Maine potatoes with the speed and flexibility offered by the New York 
Mercantile Exchange. 

Third. If we hedge, as in the previous paragraph, at a price 
which is subsequently proven to be substantially above the market we 
can under most conditions change our position if we anticipate this 
situation. Under those conditions, if our customers are tied to a con- 
tract price which is substantially out of line with the spot market for 
french-fried potatoes, we could rescue them by making this change 
and reducing our price accordingly. 

Fourth. With regard to our specification problem, we are able 
through the mercantile exchange to protect ourselves pr icewise, and 
by selling our long contract avoid the necessity of taking potatoes 
which are unsuitable for our use. As we sell our exc hange contracts 
during our production period they are replaced with purchases of 
actuals which meet our quality requirements, as revealed by the ex- 
tensive sampling and testing program carried out by our buying per- 
sonnel. These quality requirements are not the same as those for 
table stock, and there is not, therefore, a regular offering of actuals 
meeting our needs at any particular time. 

Fifth. Part of our price protection involves buying at harvest time 
a basic quantity of raw potatoes for storage in storages which we 
rent, so that we will always have a supply. from which to draw in 

case we cannot make open market purchases fast enough to keep our 
plant running. Since we have many overhead costs involved in 
these storages we like to be sure they are filled, but if the price should 
be such as it was in the fall of 1952 we would be very reluctant to 
do so, because of the obvious danger that the price would be far higher 
than the price in the winter or spring when the potatoes would be 
used. The mercantile exchange allows us under such circumstances 
to proceed with the filling of our houses, because we can sell our pur- 
chases short as they are made and thus protect ourselves against a 
subsequent severe price decline. In 1952 the fall price reached $5 per 
barrel for Maine potatoes in Aroostock County, and in the following 
spring potatoes from the same crop sold for $0.65 per barrel. One 
‘an readily imagine the many thousands of dollars involved in this 
price decline fora 100,000 barrel storage program. 
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Sixth. In connection with this fall program the exchange provides 
further opportunity for flexibility as occurred in the fall of 1956. In 
that year Maine was subject to heavy freezes during harvest. To 
maintain proper sugar levels we must store at temperatures above 
45° F. At these temperatures frozen potatoes break down to much 
very rapidly. We had made prices based on harvest time acquisition 
of a portion of our potatoes at a certain price. When we had acquired 
about one quarter of these stocks, the freezing weather struck. We 
obviously had to cease buying immediately, but were able to maintain 
our price protection by placing the remaining three quarters of our 
storage requirements in exchange contracts. 

Seventh. The final use of the Mercantile Exchange is to rescue 
us from errors of judgment which are all too easy to make in any 
perishable commodity market. If we at any point buy potatoes at 
too high a price, or do not cover after quoting prices because we feel 
there is more likelihood of the market going down than up, and this 
does not prove to be the case, we can recover at least part of our error 
by then taking a short or long position on the exchange as the case 
may be. The important aspect of this is that perishable commodities 
can move terribly fast, and the Mercantile Exchange usually offers 
an opportunity to cover substantial quantities very rapidly and im- 
personally. 

The foregoing is one aspect of our use as processors of the New 
York Mercantile Exchange for potatoes. A second important use 
which we make of the futures exchanes for Maine potatoes is in deal- 
ing with many of the growers in our central Maine area who supply 
us with the raw potatoes which we process. These growers often 
must buy their seed in March, and in any event have to obtain seed, 
fertilizer and make final acreage plans by May 1. To make these 
plans intelligently and secure the heavy financing which is necessary 
to grow a crop of potatoes it is only logical that they should have some 
idea of the price at which they may be able to sell what they will 
ee We appreciate their dilemma; but we, on the other hand, have 
ittle or no positive knowledge of the prices at which we may have to 
sell our finished products on contract in the fall, or spot during the 
September to June period, or for that matter exactly how much we 
may be able to sell. 

To resolve this situation we offer our growers a price in the spring 
which is determined by a formula using as a basis the exchange price 
for the month in which the grower wishes to sell his potatoes to us. 
He might want to sell a certain number of barrels per month at harvest 
time, and a certain number rt month thereafter through May. Or 
he might wish to store all of his crop and sell them to us in the late 
spring. All this we can readily arrange for him through the use of 
the exchange because it sets up for him and for us a price for potatoes 
in each of these periods. At this point we have no established price 
or quantity for our finished product, and so we sell the commitment 
short on the exchange thus taking the position of owning no potatoes 
at that particular moment. When we subsequently make a contract 
or spot sale of finished product we can buy in our short position and 
thus establish our raw material cost at that time. If by any chance 
we have contracted with our growers for more potatoes than we can 
use, we can sell his potatoes on the fresh market and at the same time 
buy in our short sale, or simply request that he ship the product to the 
exchange to fulfill our delivery contract. 
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The way this program usually works is that a grower who is pro- 
ducing perhaps 20,000 barrels will commit the whole 20,000 barrels to 
us at planting time in the spring. If he needs $10,000 of financing we 
supply this money to him, and he covers this cash advance by selling 
us a sufficient quantity of product at a firm price as determined by 
exchange prices, in the delivery months of his choosing. This might 
require 5,000 barrels which we usually sell short as outlined in the 
previous paragraph. It is understood by the grower that he can 
price the balance of his crop at any time between then and his de- 
livery time simply by watching the exchange quotations, and contact- 
ing us when they have reached a level at which he would like to sell; 
or he can give us a figure ahead of time with instructions to sell any 
time the market reaches that point. 

The basic quantity of 5,000 barrels and subsequent quantities which 
he prices before we contract for the sale of finished product are sold 
short by us on the exchange. These short sales are brought in when 
the finished product contract is made, thus establishing our raw ma- 
terial price. In the event he has not established his price at the time 
we make a finished product contract, we buy long on the exchange, 
thus establishing a price. Subsequently when the grower wishes to 
establish his price we simply liquidate our long position. The price at 
which we sell this long position becomes his price, and our price is 
established at the level of the original exchange purchase. 

One other use to the grower is to hedge his sales to us after he has 
made delivery. For instance, if a grower feels that he would like to 
price all of his crop in May, but for physical reasons must move a 
certain number of barrels per month from October through May, he 
can upon delivery to us of a certain quantity of barrels in October 
buy a like quantity long on the exchange in the May option. He is now 
in the same position as if he had held his potatoes in his own storage 
and had not sold them to us. In May he can sell his exchange holdings 
and receive the May price, higher or lower depending upon the validity 
of his judgment. 

Our growers are enthusiastic about this program, and we have al- 
ready entered into several of this type of contract in connection with 
the 1958 crop which is just now going into the ground. 

The foregoing is an outline of our use of the futures trading in 
Maine potatoes on the New York Mercantile Exchange. We honestly 
believe our growers are paid more for their potatoes and that our 
interpersonal relationships are more friendly and harmonious because 
the exchange is available to us both. We further feel that it is for 
us a necessary and protective instrument against the severe and ruimous 
price swings that are inevitable to the perishable commodity which 
is our basic manufacturing raw material; and that it serves a con- 
structive and beneficial purpose for the potato grower who would 
otherwise have limited means of developing his farm plan with rela- 
tion to the financing and pricing of his potato crop at planting time. 

We recognize that this trading could conceivably be carried out in 
a way that might serve the potato industry even better. Even some- 
one like myself who is far removed from the exchange and has no 
technical training in futures trading, might make some suggestions, 
and I should like to mention a few things that come to mind: 

1. Would be to facilitate the disposal of deliveries. 

2. To lessen the effect of redeliveries. 
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3. Retain the position of the speculator as a leavening agent in the 
market. 


4. 'To avoid locking-in, perhaps by increasing the permissible 
amount of daily price swing. 

5. Improve the mechanics of actual floor trading, perhaps 
electronically. 

I should like to add however, that numerous suggestions made by 
us in Maine to date have been acted on by the exchange’s executive 
committee: A change in weight, point of delivery for November from 
New York to Boston, and a change allowing delivery on the Novem- 
ber contract only after the trading is over. I understand that if these 
changes work out well for November they may become part of all 
contracts going on the board after that time. 

We respectfully suggest and even urge, therefore, that further 
study of the mechanics of futures trading in potatoes be carried out 
before such a basic economic concept be legislated out of existence. 

Mr. Grant. Thank you, sir. 

Mr. Tark. 

Mr. Tark, where are you from ? 

Mr. Tark. Freehold, N. J. 

Mr. Grant. What we were trying to do here was get through with 
the Maine producers. If you will stand aside and let us finish that, 
we will get to the others as quickly as possible. 

Mr. Reardon. 

Mr. Cuaccetr. Mr. Reardon has not arrived yet. We expect him in 
momentarily. 

Mr. Grant. Mr. Dickstein ? 
Allright; will you proceed, please ? 


STATEMENT OF MERITT DICKSTEIN, PORTLAND, MAINE 


Mr. Dickstein. Mr. Chairman and members of the subcommittee of 
the House of Representatives, my name is Meritt Dickstein, of Port- 
land, Maine. 

I am engaged in the business of service and supply to the potato 
industry (A. Herman Co.). We manufacture and distribute burlap 
and paper potato bags, sell potato farm equipment and machinery, 
act as broker and buyers of both seed and table-stock potatoes and 
render other services to growers. 

My business destiny depends almost entirely upon the good or bad 
fortune of our customers—mainly potato growers. For this reason, 
I would be foolish to advocate any factor that would harm the potato 
industry. I am definitely not convinced that the trading of futures 
»otatoes on the New York Mercantile Exchange is detrimental to the 
industry. On the other hand, I would be just as actively opposed to it 
if I thought it actually was harmful. 

I firmly believe that future potato trading provides the only certain 
method of selling potatoes in advance is a hedge as re to the 
unknown and often detrimental price factors experienced on the cash 
market. 

My daily contracts with potato growers convinced me that as a 
group they do not fully realize nor understand the advantages that 
exist for them by properly employing the hedge. It is both a common 
and popular practice in Maine to lay all the ills of the potato industry 
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on the doorstep of the New York Mercantile Exchange. Seldom is 
overproduction or problems of supply or demand brought up or used 
intelligently as the chief factors for unfavorable prices. 

In my opinion, the real problem that exists is one of education. 
Educate the potato grower for use futures trading when possible 
rather than abolishing one of the most economic tools now available 
in modern farming and marketing operations. 

From a purely personal viewpoint, we could not successfully engage 
in the purchase and sale of seed and table-stock potatoes without the 
use of futures trading as a hedging implement. 

Thank you, gentlemen. 

Mr. Grant. Thank you. 

Mr. Rutland. 

Mr. Craccerr. Mr. Rutland was unable to come today because of 
other commitments. 

Mr. Grant. Thank you. 

Mr. Pollack. 

Mr. Cuiaccerr. Mr. Pollack just arrived and would like to be ex- 
cused at the present time. 

Mr. Grant. Is there another person from Maine who is ready to 
testify ? 

We can go back to Mr. Tark now. 

You may proceed, sir. 


STATEMENT OF ERNEST F. TARK, OF FREEHOLD, N. J. 


Mr. Tarx. Gentlemen, my name is Ernest F. Tark, proprietor of 


Battle Ground Farms, of Freehold, N. J. We are growers of 300 
acres of potatoes. 

In addition to producing and selling our own crop, we also provide 
marketing facilities for many of our fellow producers in the States 
of New Jersey, Delaware, Pennsylvania, New York, and other States. 
We also secure substantial quantities of seed from Maine, and other 
points for ourselves and other growers in the area that we service. 
Our family has been in the potato business for over 40 years. 

You can, therefore, understand our interest in maintaining and 
developing those things which contribute to the betterment of our 
industry. It is with this thought in mind that I am appearing before 
you today to ask that you do not consider favorably the proposed 
legislation that would prohibit futures trading of potatoes. Oppo- 
nents of futures trading, particularly growers, maintain that the 
New York Mercantile Exchange is not good for them, has harmed 
their markets, brought financial distress and made their problems much 
greater. Most unfavorable price trends are blamed on the exchange. 
Tf these statements were true of futures trading, when properly used 
for hedging purposes, I, too, would agree that it serves no worthwhile 
purpose and should be abolished. I sincerely believe, however, that 
futures trading is not in fact part of the problems of our industry 
but maintain that it is a most important part of the solution to our 
problem. 

Let us examine and explore the various facets of the real problem 
that exists for me and my fellow potato growers and shippers. Our 
major problem is no longer one of production, but rather that of mar- 
keting our crop in such a fashion that we may return to ourselves a 
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reasonable profit for our efforts and invested capital, as well as pro- 
vide a sound basis for securing needed lines of credit for our entire 
potato operations. 

I would like to direct your attention specifically to these particular 
phases of grower problems and show how in each case proper place- 
ment of hedges through the New York Mercantile Exchange has helped 
to solve them. 

For instance, financing: Even though we feel as most other suc- 
cessful growers do, that we have learned to produce potatoes efficiently, 
it is quite difficult to secure proper lines of credit from banks and 
others, due to the great uncertainty about the price we will receive 
for our crop at harvesttime. Many times the price has been well 
under our cost of production. Naturally, lenders must be careful. 
Futures contracts provide the opportunity to sell crops when the mar- 
ket is high enough to guarantee a profit, thereby making it sound busi- 
ness for banks to extend needed credit. Without hedging a portion of 
the crop, this would not be possible. 

Let us consider for a moment the subject of market prices. Over 
the years, price has usually been lowest at, and immediately follow- 
ing, harvesttime. This is only natural when we consider the large 
supplies that suddenly become available. This presents a real prob- 
lem and in many cases a grower finds it necessary to sell at that par- 
ticular time regardless of market price. This problem is solved again 
—e the service of futures contracts. A grower is able to select 

a price for his crop at any time over a period of 12 months; either be- 
for e the plants, while the potatoes are growing, or long after harvest. 
Sometimes during this period there will be a time when the price is 
advantageous to him. At that time, he can hedge his crop through 
sale of futures contracts. Without the New York Mercantile Ex- 
change futures board, there would be no other means for a grower 
to sell his crops at any price other than that which is offered to him. 
It is a great advantage to have a 12-month period in which to select 
the most advantageous price. 

I would like also to call your attention to some most desirable fea- 
tures in potato marketing and show how the proper use of futures 
contracts can be the vehicle by which they can be made possible. We 
know that it is most desirable to have a program of continuous mar- 
keting from harvesttime on. This makes it possible to maintain de- 
sirable market places through regular supplies, promotes consump- 
tion by having available adequate quantities of reasonably priced high- 
quality potatoes for the consumer. It also permits us as growers 
to use our regular farm labor and equipment over a period of time 
most efficiently, eliminating the need to bring in inexperienced labor 
at greater cost. In addition, it removes the great pressures that cause 
wide market fluctuations when large supplies are dumped at harvest- 
time. 

Unfortunately, there are pressures that exert themselves, causing 
us to do things that we know are not in our best interest. These are 
mostly of a financial nature, either the need to raise money fast at 
harvest time to pay notes, or other obligations. In order to meet these 
demands, we sell at what is often the “bottom of the market. If, on 
the other hand, we want to hold our product until such time that the 
market is more favorable so that we can break even or make a small 
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profit, we are forced to have all our capital tied up and assume full 
risks not only of market trends, but storage as well. This increases 
costs both to ourselves and to the consumer and does not promote good 
marketing practices. 

The proper use of futures contracts can make possible the continu- 
ous marketing that is desirable for all. As a farmer, I can begin 
moving my crop at harvest time if I have reason to believe that the 
marketing will improve after that date, purchase controls in later 
months of identical quantities daily. In this way, approximately 75 
percent of my money is freed, the other 25 percent used to margin 
my hedge account. My bills can be paid. This then provides me with 
the opportunity to sell part or all my potatoes, on future contracts, on 
a date of my own choosing and when the market reaches a level at 
which I choose to sell. 

Now, with your permission, I would like to explain how proper 
hedges placed on the exchange is excellent to expand service of seed 
sales to growers. 

Experience indicates that certified Maine seed sells for about 25 
cents a hundredweight over top quality table stock. 

With such a basis, one could offer seed for sale at a firm price 
throughout the year for delivery at grower’s option. Our price 1s 50 
cents over the nearest futures contract of the desired delivery. For 
example, say the March contract closed at $2. We would have no 
hesitancy in offering for sale certified Maine seed at $1.70 f. o. b. 
Maine. On closing sale, an equal number of cars would be bought as 

hedge on the exchange, thus guaranteeing a reasonable profit to 
us, and the grower as well. The groves, on the other hand, purchased 
seed at minimum competitive prices. 

As soon as possible actual seed purchases are made to cover prior 
sales. The hedge is then liquidated through an offsetting sale. 

When seed is offered in plentiful supply, purchases are then made 
and hedged on the exchange. This provides adequate inventory with- 
out price hazards accompanying ownership. 

The registration of prices, ‘and quotations given publicly on the 
exchange removes all secrecy to pricing, thus no one can take advan- 
tage of growers. Prior to the exchange, no farmer really knew the 
price other than unconfirmed statements by buyers. 

I thank you. 

Mr. Anruso. Mr. Tark, I was very much interested in your state- 
ment on page 3: 

Without the New York Mercantile Exchange futures board there would be no 
other means for a grower to sell his crops at any price other than that which is 
offered to him. 

Did you have in mind the time when farmers did not have available 
to them the New York Mercantile Exchange ? 

Mr. Tarn. Yes, sir; that is correct. 

Mr. Anruso. Where they had to take almost any price which would 
be given to them by a speculator. 

Mr. Tark. That is right. 

Mr. Anruso. And at that time, if I recall correctly, you growers 
of potatoes suffered a great deal, didn’t you? 

Mr. Tark. That is right, sir. 
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Mr. Anruso. And since the market has come into existence, you have 
utilized it as a form of insurance, is that correct ? 

Mr. Tar. That is right. 

Mr. Anrvuso. As someone said “You would not deprive me of life 
insurance, why should you deprive me of insurance on my business.” 

Would you go along with that statement / 

Mr. Tark. Yes, sir; that is correct. 

Mr. Anruso. Would you say that this year’s price fluctuation was 
due to supply and demand ? 

Mr. Tark. Positively. 

Mr. Anruso. Would you say that the market is strictly governed by 
the law of supply and demand ? 

Mr. Tark. Yes, sir; I do. 

Mr. Anruso. Now, would a ban on futures affect just Maine or the 
whole potato industry throughout the Nation ‘ 

Mr. Tarx. It would affect the whole potato industry throughout 
the Nation. 

Mr. Anrvuso. And that would affect all people connected therewith, 
is that not so? 

Mr. Tarx. That is right, sir. 

Mr. Anruso. Now you know, Mr. Tark, that the market is regulated 
by the Department of Agriculture ? 

Mr. Tark. Yes, sir; I do. 

Mr. Awnrvso. I believe it is regulated by the Commodity Ex- 
change Authority ? 

Mr. Tark. That isr ight. 

Mr. Anruso. And do you know that as a matter of fact a representa- 
tive of the Commodity E xchange Authority is there every single day 
wate hing all of the operations / 

Mr. Tark. Yes, sir. 

Mr. Anruso. And do you know as a matter of fact the Commodity 
Exchange Authority has recommended the disapproval of this bill? 

Mr. Tarx. That is right, sir. 

Mr. Anruso. Now the last witness, Mr. Tark said, or rather, if not 
the last witness, the one before that, he had certain recommendations 
which he made to the New York Mercantile Exchange, and he said 
that those recommendations were immediatley adopted by the ex- 
change. Do you know that to bea fact ? 

Mr. Tark. Through conversation, yes sir. 

Mr. Anruso. Have you ever made any recommendations to the New 
York Mercantile Exchange which were not carried out? 

Mr. Tark. I have never made any recommendations to them. 

Mr. Anruso. Mr. Tark, do you know that there have been several 
authorities and several studies made of the potato industry, both by 
the Department of Agriculture and also by independent authorities? 
Do you know about that / 

Mr. Tark. I know about the ones by the Department of Agriculture. 

Mr. Anrvuso. You have received those reports / 

Mr. Tart. Yes, sir. 

Mr. Anruso. And in all of those reports they give you the ad- 
vantages of futures trading in potatoes / 

Mr. Tark. That is correct. 

Mr. Anruso. Now there was also an independent investigation 
made by a Prof. Charles Merchant, a professor of the University of 
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Maine, and he conducted quite a study, and I understand that it went 
into all phases of the potato industry in Aroostook County and else- 
where in Maine. Do you know of that study ? 


Mr. Tark. I know of it secondhand, but I have not read it directly, 
sir. 

Mr. Anrvuso. That report is reported in November of 1957 and that 
also approved of futures trading in potatoes. And this comes from 
an independent source, and it is entitled “The Uses Maine Potato 
Growers Make of the New York Mercantile Exchange.” 

Do you know of that study ? 

Mr. Tark. Yes, sir. 

Mr. Anrvso. And recently I understand that Mr. Merchant is re- 

vising his studies. It is not yet in book form, but I have been fur- 
nished with a copy which later on I will make available to the com- 
mittee in which he also brings it up to date. 

Are you acquainted with “thi at, sir? 

Mr. Tark. I am, sir. 

Mr. Anrvuso. Now just one more question, and I will be through. 

Did you know that the commissioner of agriculture of the State 


of Maine was here and testified, and he approved of hedging on the 
market in potatoes ¢ 


Mr. Tark. Yes, sir. 

Mr. Anruso. That is all. 

Mr. Grant. Mr. McIntire. 

Mr. Crurrrorp McIntire. Mr. ' 
sey ¢ 

Mr. Tark. Yes, sir. 

Mr. Cuirrorp McIntire. 
ness—— 

Mr. Tar. Yes, sir. 

Mr. Currrorp McIntire. Or a sales business ? 

Are you a member of the exchange ¢ 

Mr. Tar. Yes, sir. 

Mr. Crrrrorp McIntire. You have a trading membership on the 
floor. 

Mr. Tark. That is right. 

Mr. Currrorp McIntire. If it is appropriate for you to give me the 
information, could you indicate what your volume is in a year, the 
number of contracts that you handle as a trader ? 

Mr. Tark. I could not give you that w ithout checking records now. 

Mr. Currrorp McIntire. Could you give me any relative figure ? 

Mr. Tark. I know that we fill out the report the Department of 
Agriculture requires, but I could not tell you how many cars we trade. 

“Mr. C LirrorD McIntire. Do you trade ever y day ? 

Mr. Tark. No. 

Mr. Currrorp McIntire. Just frequently or infrequently / 

Mr. Tarx. Frequently. 

Mr. Cuirrorp McIntire. You made reference in your statement 


here, on page 3, and you are dealing, I think, quite appropriately with 
the problem of stable markets, and you say : 


lark, are you a grower in New Jer- 


Do you also operate a shipping busi- 


This makes it possible to maintain desirable market places through regular 
supplies, —promotes consumption by having available adequate quantities of rea- 
sonably priced high quality potatoes for the consumer. 
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And your experience in the merchandising of potatoes, and I ex- 
pect you do merchandising other than just trading on the board, 
do you not ? 

Mr. Tark. That is right. 

Mr. Currrorp McIntire. In your experience on merchandising pota- 
toes, do you find that the big receivers of potatoes, like the chainstores, 
use the exchange as a part of their pricing function to the consumer? 

Mr. Tarx. I do not know whether they do or not, sir. 

Mr. Currrorp McIntire. Then as a distributor you are not familiar 
with how the chainstores buy ? 

Mr. Tar. Oh, I know they buy direct from Maine. 

Mr. Cuirrorp McIntire. They buy direct from you? 

Mr. Tarx. That is right. They buy direct from Maine in this 
case—dealing with Maine. 

Mr. Cutrrorp McIntire. Do you believe that they do hedge on the 
board? Do you think that 

Mr. Tarx. I think they do. 

Mr. Currrorp McIntire. That the Atlantic & Pacific Tea Co. does? 

Mr. Tarx. I do not know about that. 

Mr. Currrorp McIntire. That American Stores hedge ? 

Mr. Tarx. I do not know, sir. 

Mr. Cuirrorp McIntire. Safeway ? 

Mr. Tar. I have no idea whether they do or not. 

Mr. Cuirrorp McIntire. Then these very substantial handlers to 
your knowledge are—that is, you are not familiar with the fact of 
whether they do trade or do not trade? 

Mr. Tark. No, sir; Iam not familiar. 

Mr. Cuirrorp McIntire. Well, don’t you think they are very sub- 
stantial, they are substantially interested in stabilized prices, the big 
volume handlers? 

Mr. Tark. I should think they should be. 

Mr. Cuirrorp McIntire. And if the fact that they did not trade is 
a fact, then would it follow, in your opinion, that this element of 
stabilizing markets by futures trading is not an area in which they 
have evidenced interest, if they are not trading? Would you feel that 
was a fair statement ? 

Mr. Tar. I could not answer that, sir. I do not know whether 
they trade or not. 

Mr. Currrorp McIntire. Well, you have made reference in your 
statement here to the great instability at harvesttime because of larger 
supplies. 

Mr. Tark. That is right. 

Mr. Currrorp McIntire. Isn’t it a fact that at least in the crop of 
1954, and the crop that we are just now finishing marketing, the 1957 
crop, that the greatest instability in the market came in the spring? 

Mr. Tarx. Well, that could be because of reports. 

Mr. Currrorp McIntire. Of what? 

Mr. Tar. Incorrect reports could have an influence on that. It 
is still supply and demand. After all, if you were working on the 
assumption that the supply was smaller than it actually turned out 
to be, it would create that kind of instability. 

Mr. Currrorp McInvire. Well, you were referring to the fact that 
the most unstable time of the marketing period is the harvest time. 
Mr. Tarx. That is right. 
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Mr. Crirrorp McIntime. But isn’t it a fact that the most unstable 
time is the last delivery month in the spring? Didn’t that happen in 
1955, didn’t it happen again this spring? 

Mr. Tark. Well, I think that instability is created by reports. 

Mr. Currrorp McIntire. Reports / 

Mr. Tark. That is right, reports of production or stocks on hand. 

Mr. Cutrrorp McIntire. There is no stocks on hand report for 
April-May to my knowledge? 

Mr. Tark. There are stocks on hand of the potatoes that go into 
storage and their keeping quality. 

Mr. Currrorp McIntire. W ell, what was there in the supply situa- 
tion which became evident on the 7th day of April this year that would 
justify the adjustment in price which began to take place at that time? 
Where was the supply ? 

Mr. 'Tarx. Apparently the supply was in the State of Maine. 

Mr. Cuirrorp McIntire. The supply was there ? 

Mr. Tarx. That is right. 

Mr. Crrrrorp McIntire. What information was there available to 
indicate that ¢ 

Mr. Tark. Well, the information tht was available to indicate that 
the stocks on hand in Maine were small, the information that came from 
the Department of Agriculture. Therefore, that is what created the 
artificially high price. 

In my opinion, there were more potatoes in Maine than the Govern- 
ment reports indicated. 

Mr. Currrorp McIntire. Wasn’t it a fact that our shipments, 
though, were up to the scheduled shipments, of about 54,000 cars, which 
we estimated ? 

Mr. Tar. I think they were; that is right. 

Mr. Currrorp McInrme. And you think that there was a backlog 
of supplies in Maine / 

Mr. Tark. Yes, sir; I think the supplies— 

Mr. Cutrrorp McIntire. Which supported the break of $4 a hun- 
dredweight in 3 weeks ? 

Mr. Tark. Well, in my opinion the price should have never been 
that high, sir. When potatoes were selling for $6 they were much 
overpriced. 

Mr. Crirrorp McIntire. What put them up? 

Mr. Tarx. Short crop report. 

Mr. Crirrorp McIntire. Well, I do not think there is any area where 
there is any more knowledge from week to week as to just what is 
available than there is on the Maine deal, isn’t that right ? 

Mr. Tark. That is right, but the method of securing that knowledge 
is not dependable enough. 

Mr. Currrorp McIntire. In what way would you recommend that 
it be improved ¢ 

Mr. Tark. Well, the reports are based on reports, on knowledge 
that farmers mail to the Department of Agriculture. And that 
knowledge, I do not think is accurate. A farmer has no accurate 
method of telling what he has left at a particular date or what his 
crop will be. It is only an expectation of what he—— 

Mr. Currrorp McIntire. Are you familiar with the disappearance 
reports which are issued every 2 weeks in Maine‘ 
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Mr. Tark. I am familiar with them; yes. 
Mr. Cutrrorp McIntire. Those are not Department of Agriculture 
ie those are industry reports. 

Mr. Tarx. That is right. 

Mr. Currrorp McIntire. Can you suggest any more accurate in- 
formation than is put out by those disappearance reports ? 

Mr. Tark. I think it is the most difficult thing in the world to get 
reports that will be accurate when you are handling such a commod- 
ity. I think it is just almost impossible. Because you are depending 
on the human element, and there are just too many people that go 
into making up that report. 

Mr. Currrorp McIntire. You are familiar with how that disap- 
pearance report is made up, are you not / 

Mr. Tarx. Yes, by canvassing growers, and the disappearance re- 
port is made up by canvassing growers, shipment, rail and truck ship- 
ments that are made every day or every week. 

Mr. Cuirrorp McIntire. Well, I won’t take further time, Mr. Chair- 
man—but I would suggest that you analyze that because that is not 
the way they are made up. They are made up on the basis of the 
Government estimated production, and every carload and every truck- 
load is tabulated. And the industry knows exactly what moved out 
every day. They are not made up on the basis of farmers’ estimates 
of what they have on hand. 

Mr. Tark. The farmers’ estimates of what they have on hand is 
the estimate of the crop that is still left to sell, and not the crop— 
I said the crop that was shipped by truck and rail is the disappear- 
ance report, but the thing that creates the disturbance is the estimate 
of the balance that is left to deliver or left to sell. That is the part 
that creates the disturbance. 

Mr. Currrorp McIntire. Do you think that the situation that oc- 
curred in the spring of 1955, when the market broke substantially 
around an effort to cover short positions, was repeated this year, and 
that there was any part of that break that occurred by virtue of an 
effort to cover short positions? Do you think that occurred ¢ 

Mr. Tarkx. Would not an effort to cover short positions necessitate 
buying? 

Mr. Currrorp McIntire. Certainly, and heavy deliveries. But 
when there was found to be manipulation on the exchange in 1955, in 
an effort to cover short positions, and failure to deliver, don’t you think 
that had an effect on the market? Don’t you think that the thousand 
ears for delivery and the storage in New York overhanging the market 
had an effect on the market ? 

Mr. Tark. I am of the opinion that supply and demand create the 
market, sir. It is possible for a temporary condition to exist, but 
overall supply and demand dominates the market. 

Mr. Cuirrorp McIntire. Yes, but what about a 3-week period when 
you take an adjustment of $4 a hundred, is that supply and demand ¢ 

Mr. Tark. Yes; I think so. 

Mr. Currrorp McIntire. Well I am sure I respect your opinion on 
that, sir, although I may disagree with it. 

Thank you very kindly. 

Mr. Anruso. Mr. Chairman, if I may—Mr. Tark, you made a state- 
ment that incorrect reports of stocks on hand sometimes may affect the 
market. Is that correct, sir? 
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Mr. Tark. That is right. 

Mr. Anruso. Did you hear a report which was circulated around 
the market, made by a responsible person from Maine, to the effect 
that there would be no more potatoes in Maine after April 15? 

Mr. Tarx. That is right, sir. 

Mr. Anruso. Now if someone in Maine wants to become a specula- 
tor, wants to become a gambler, and goes to that extent of incorrectly 
making that kind of a report and circulating it, he is not being fair to 
the market, is he ? 

Mr. Tark. That is right. 

Mr. Anrvuso. Nor is he being fair to the growers in New Jersey, 
nor is he being fair to the growers in Long Island, nor is he being fair 
to the growers in Florida; isn’t that correct ? 

Mr. Tar. That is right, sir. 

Mr. Anruso. Did you know there was testimony here that some 
farmers in Maine bought on the market potatoes at $6 hoping that 
they would go higher? 

Mr. Tark. I have heard that, but I did not know it was in testi- 
mony, sir. 

Mr. Anruso. And that was based on the report that there was a 
shortage in Maine, that Maine would be out of potatoes by April 15, 
and also because of the freeze in Florida; is that correct, sir? 

Mr. Tark. That is right, sir. 

Mr. Anruso. Now normally the market functions, in normal man- 
ner, under the law of supply and demand. 

Mr. Tark. That is right. 

Mr. Anruso. It obtains its information from the Department of 
Agriculture, is that correct ? 

Mr. Tark. That is correct. 

Mr. Anruso. It is supervised by the Department of Agriculture, 
it gets its information on supplies, in the Department of Agriculture; 
is that correct, sir? 

Mr. Tark. That is right. 

Mr. Anruso. I have no further questions. 

Mr. Grant. Thank you very much. 

Mr. Currrorp McIntire. Mr. Chairman, I do not think that Mr. 
Anfuso wants to leave the impression that all of the rumors in relation 
to marketing originate in Maine. I think I can put into the record 
just lots of them that originate in other places, too. 

Mr. Grant. Off the record. 

(Discussion off the record. ) 

Mr. Grant. Now we are going back for a few questions of the 
gentlemen who previously testified. I believe Mr. Totman was the first 
one, was he not? 


FRANK TOTMAN, JR.—Resumed 


Mr. Currrorp McIntire. Mr. Chairman, I would like to ask Mr. 
Totman just a question or two, if he would care to help us out a little. 

You made reference to the increase in processing, Mr. Totman, 
which is going on, and which we think is a very constructive develop- 
ment. in our industry in Maine. I think you quoted us some figures 
that in Idaho there was about 45 percent moved into processing. 

Mr. Torman. About 45 percent—— 
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Mr. Cuirrorp McIntire. Do you think that hedging has been a 
very substantial element in the development of processing in Idaho? 

Mr. Torman. I do not think so, but I do think so in Maine. 

Mr. Cuirrorp McIntire. It is a fact, is it not, you cannot hedge 
in Idaho on Idaho potatoes? 

Mr. Torman. You have not been able to in the last few years, but 
I think there was on the Chicago Board of Trade, that they handled 
Idaho potatoes. 

Mr. Currrorp McIntire. Well, I think so—— 

Mr. Torman. Three or four years ago. 

Mr. Cutrrorp McIntire. Well, I think you would have to go back 
further than that. 

Mr. Torman. Time flies. 

Mr. Cuirrorp McIntire. I do not think there has been any trading 
for, let me say, many years in Chicago. I think the last figures I saw 
were something like 13 or 30 cars traded that particular year which 
was a long while ago. 

What is the difference, would you say, as far as the processing is 
concerned, that would be the factors which help to expand the proc- 
essing in Idaho without futures trading, wherein it is so essential that 
there be futures trading in order to expand processing in Maine? 
What is the difference ? 

Mr. Torman. My thinking in that respect is the way the industry 
is handled in Idaho compared with the way the industry is handled 
in the State of Maine. Tous potatoes are in fewer hands in Idaho, 
and some of those processing plants are owned by the actual buyers 
and shippers of potatoes. And I have advocated for a long time in 
the State of Maine that the farmers should own starch factories in 
Maine and the processing plants in Maine. 

Mr. Currrorp McIntire. Now, I think I will accept that. There is 
some difference there. I do not know that it would have entirely the 
total emphasis that you put on it, but there would be an honest dif- 
ference of opinion there; yes. 

Mr. Torman. I am friendly, Cliff, with a lot of processors, and I 
feel as though it does affect their purchases. 

Mr. Crirrorp McIntire. Let’s turn over to this credit factor. 

You are a director of one of the banks there in Houlton, aren’t you ? 

Mr. Torman. No. 

Mr. Crirrorp McIntire. You are not ? 

Mr. Torman. No. 

Mr. Cuirrorp McIntire. You made reference in your statement, at 
least I hope that I understand your reference correctly, but I get the 
impression that the permission of futures trading is substantial in 
the credit picture. But am I correctly informed, or am I misin- 
formed, that the Farmers’ Home Administration to which you refer 
here does not loan for futures trading ¢ 

Mr. Torman. They release under—they waiver to the local banks. 
The Farm Security releases under their mortgages. 

Mr. Currrorp McIntire. There was practically none of that done 
this last year; is that right? 

Mr. Torman. Which year are you talking about ? 

Mr. Cuirrorp McIntire. 1957. 
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Mr. Torman. I would say there was quite a bit of this done. I know 
people we did business with, with Farm Security, that released, gave 
waivers, so that they could be financed. 

Mr. Crirrorp McIntire. On the futures? 

Mr. Torman. On the mercantile exchange. 

Mr. Cuirrorp McIntire. Gave waivers to those who— 

Mr. Torman. Tothe bank. 

Mr. Currrorp McIntire. To those who they were financing cur- 
rently ? 

Mr. Torman. Yes. 

Mr. Cutrrorp McIntire. I will have some figures available, Mr. 
Chairman, on that because I think it is an interesting point. 

In relation to the banks lending, it is my understanding that most 
of the banks considered that anyone has to be a better credit risk 
in order to obtain financing to operate on the mercantile than they 
would otherwise be required to show in the way of credit rating. Is 
that a fair statement ? 

Mr. Torman. I cannot agree with you, Cliff, in that respect. I can 
give you some examples if you want them. 

Mr. Currrorp McIntire. I have been told that by some bankers. 
One banker who operates $1,200,000 agricultural credit organization 
is my source of information on that. I think there is a ‘great dif- 
ference of opinion over this area of credit, because I do find a great 
difference of opinion even up there as to what kind of risk they will 
loan to. 

Mr. Torman. It may be, Cliff, that your thinking along that line 
is a little different than mine. I mean, what you are driving at, what 
you are trying to reach. 

Let me explain the position: In trading through us, where we per- 
haps furnish fertilizer or seed or other supplies, the bank is the third 
party in the deal. In other words, the farmer can go to the bank, 
and if we will release under our crop mortgage so many cars of pota- 
toes for payment on a mortgage, for taxes, ‘and for deposit margin 

‘alls, if we will release the proc eeds of so many cars of potatoes to 
them under our crop mortgage, the bank will put up the money. 

Mr. Crirrorp McIntire. Well, I think you are making a point there 
which I am sure we want to be fair on, Frank, and that is this: So 
much impression has been left by statements that the mercantile is 
used as an out-and-out pure arrangement for credit. Well, I think 
you and I both realize that when it comes to just straight cash finane- 
ing, aside from third parties or potato contracts or anything else, 
but just the straight cash loaning, a bank would normally figure that 
it is more of a credit risk to operate on the board than not to. And 
here is the reason why, at least this is what they tell me the reason is: 
We all know that if I am going over to a bank to borrow money, that 
loan has to be evaluated on the basis of the assets which I have to se- 
cure a loan and my moral rating as a credit risk. No bank is going 
to lend against a financial statement that does not have some security 
in it. And if I am borowi ing to operate on the exchange, I have to 
borrow additional money over and above production needs. I have 
to borrow additional money to protect my margins. And no bank, 
I do not think—and you have had a lot of experience, Frank, in this 
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field, and I think that you will probably agree with me, that we both 
had a little in this field 

Mr. Torman. I think so. 

Mr. Crirrorp McIntire. And no bank, as I understand credit, and 
I do not think I was completely misinformed in 15 years of working 
on credit, is going to loan unless that loan is repayable out of the re- 
paying ability of that farmer. Now the bank will go along with him 
providing he has the ability to pay, yes. But the impression is left, 
the impression in the departmental report here, the impression in 
Dr. Merchant’s study—and I have not seen the detail of that 
one Mr. Anfuso has—but I am quite confident that it leaves the im- 
pression that I go into a bank, and the banker says to me, “Well, I 
am sorry, Clifford, but you are not quite as good a risk as I am looking 
for this year, but if you will go sell some potatoes on the exchange, 
that makes you an awful lot better risk.” That is not so, in my hum- 
ble opinion. I may be wrong, but I say in my opinion that is not so. 

Now it may be through a contract; yes. It may be through some- 
one who is selling fertilizer. And I am not denying but what there 
is credit made available to farmers by the use of futures trading. But 
as an out-and-out credit loan—— 

Mr. Anrvso. Mr. Chairman, if I may interrupt, we have not had a 
single banker come here from Maine who has made that statement. 
That is your statement, Cliff. Ask the witness whether that is his 
experience. 

Mr. Currrorp McIntire. Is it your experience? Am I right or 
wrong? 

Mr. Torman. I do not think you are right. I know of cases where 
they have been able to go to the bank, and they are not doing any 
business with the bank, they have no line of credit with the bank, and 
3 bank—they are being financed perhaps by myself or someone else, 

I do not know, but I know they are not borrowing money at the bank. 

Mr. Currrorp McIntire. That is right. 

Mr. Torman. And Farm Security is one of them. Customers who 
have been financed by Farm Security have been able to go to the local 
bank, First National Bank, Northern National Bank, and sell potatoes 
on the mercantile as a protection for themselves if a waiver has been 
given by Farm Security or a waiver has been given by concerns such 
asmy own. And I can cite you names and cases that run to 100 acres 
of potatoes that the bank would not even give them a nickel’s worth 
of credit to, but they will finance the mercantile operation for that 
individual in a third party deal, that I give a waiver—— 

Mr. Currrorp McIntire. All right 

Mr. Torman. Or my company gives a waiver, and the bank will put 
up the margin. 

Mr. Cirrrorp McIntire. Yes. 

Mr. Torman. Now they cannot go to the bank and sell 5 cars or 10 
cars of potatoes and have the bank pay them that money; no. I do not 
mean that. 

Mr. Crirrorp McIntire. No. 

Mr. Torman. But the bank will put up the deposit and will put up 
the margin, and all checks—the farmer cannot get out of that contract, 

“amot sell that futures sale unless it is by agr reement by myself, if I 
am the man involved, and the bank itself. And all checks are made 
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payable jointly to the individual farmer and te the bank. It is : 
legitimate transaction. 

Mr. Cuirrorp McIntire. Yes, but you are dealing with exactly what 
I say, through a third party arrangement, and not a direct production 
financi ing arrangement with the local bank. 

Mr. Torman. W ell, Cliff, I do not know what you are driving at. 
T think you might be taking a different view than I am taking in this 
respect, that you might finally reach a decision that perhaps this is 
stimulating acreage produc tion 

Mr. Currorn McIntire. No; I am not reaching that decision, 
Frank. 

Mr. Torman. And I personally feel that if it was not for potato 
futures trading, there would be many a farmer in Aroostook C ounty 
today that could not operate. 

Mr. Currrorp McIntire. There would be some, I would venture a 
guess 

Mr. Torman. And I mean good farmers. 

Mr. Cuirrorp McIntire. But they are not the type of credit risk 
which can be serviced by the established credit institutions if they 
are in that position, are they ? ? 

Mr. Torman. Well, Cliff, that depends upon your line of credit. 

Mr. Crirrorp McIntire. Yes. 

Mr. Torman. Now in the town of Houlton, the maximum line of 
credit, if I went into a bank with a truckload of gold bullion, I could 
not get over $50,000. I can go into Northern National Bank, who is 
in a position to loan more money, and I can get $100,000 or $150,000, I 

can go into Caribou and I can get $50,000 or $100,000. If I have the 
collateral, which I might have—— 

Mr. Currrorp McIntire. That is right. 

Mr. Torman. Suitable collateral. But you cannot do that at 
Houlton. 

Mr. Crirrorp McIntire. No. 

Mr. Torman. So a man has set up 100 acres of potatoes—you are a 
farmer, what does it cost to raise 100 acres of potatoes? What would 
aman have invested in 100 acres of potatoes ? 

Mr. Ciirrorp McIntire. $30,000. 

Mr. Torman. $30,000. Now what does that leave him if he has ¢ 
mortgage on his farm and so on / 

Mr. Crirrrorp McIntire. Ina difficult position. 

Mr. Torman. Would you say he is a bad credit risk because he has 
property that might be worth $50,000, and the bank can say, “Yes, 
this piece of property is worth at any kind of a sale, $50, ore? 

We will take a $25,000 mortgage on the property, and we will finance 
him on a production basis on a crop for 100 acres of potatoes. Now 
where is he going to get money to protect himself if he has a total 
loss—not a total loss, I have been in Aroostook C ounty for 30—20 
years, and I have never had a total crop loss there yet 

Mr. Crirrorp McIntire. No. I will grant that there is trading used 
as a credit on these three-party ar ream but I have not, and per- 
haps it is because I am uniformed— 

Mr. Torman. I think you are very well informed. 

Mr. Cirrrorp Mc Intire. But I have not seen any substantial evi- 
dence where there is any margin of credit ability built up in a straight 
cash financing proposition by virtue of trading on the board. 
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Mr. Torman. Now you are saying the cash 

Mr. Currrorp McIntire. Sure. 

Mr. Torman. I am telling you it is not cash. They will put up the 
margin, and they will put up the deposit of $195. They will put up 
the margin, the bank will. 

Mr. Ciirrorp McIntire. Yes. 

Mr. Torman. That is as far as they will go. That is as far as they 
will go. 

Mr. Currrorp McIntire. But the point I am trying to make, Frank, 
is simply this, that the implication is made, and it is made in the 
Department’s report, that this vehicle establishes a basis of credit 
which would not be available to the same person unless he traded on 
the board. 

Mr. Torman. Does that say bank credit ? 

Mr. Currrorp McIntire. Yes; it says bank credit. That is exactly 
what it says. 

Mr. Torman. You ask the guy that wrote it; I did not write it. 

Mr. Crirrorp McIntire. No; I know you did not write it. If you 
had, let me say very kindly, you would not have made some of the 
statements that are in this report. 

Mr. Torman. The report was not available. It has not been avail- 
able tome. I never saw it until today. 

Mr. Crrrrorp McIniire. No; we just got it the other day. But that 
is in there, and my point is, it is not entirely to be interpreted in the 
language in which it is written, because it is not exactly the way it is. 

Mr. Torman. Well, would you say it isa false statement ? 

Mr. Crtrrorp McIntire. I would say—— 

Mr. Torman. Will you agree part of it is right ? 

Mr. Currrorp McIntire. There are some statistics in here which I 
cannot disagree with. I would say the fellow who wrote that report— 
and let me say I am not entirely unfamiliar with him—lI would say 
that there is an awful lot about the trading of potatoes, both on the 
board and as a producer, that he was not familiar with when he drew 
his conclusions in that report. 

Mr. Torman. I have not read it, Cliff; I received it this morning. 

Mr. Currrorp McIntire. Well, I won’t take more of your time, 
Frank, but you do a substantial amount of brokerage business on 
future contracts ? 

Mr. Torman. We handled about 2,000 cars—— 

Mr. Crirrorp McIntire. Yes. 

Mr. Torman. This year. 

Mr. Currrorp McIntire. Thank you. 

Mr. Anruso. Mr. Totman, do you know Mr. Mercker? 

Mr. Torman. Yes,sir: Ido, I have known him for 30 years. 

Mr. Anruso. You have known him for 30 years. Is he secretary 
of the Potato Council? 

Mr. Torman. He is the executive director of the National Potato 
Council and former economist for the United States Department of 
Agriculture. 

Mr. Anrvuso. Do you know whether or not he came to Aroostook 
County some time the early part of this year and said to growers that 
they could look for a shortage condition from May 10 to May 30? 
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Mr. Torman. Well, I hope we are not twisting words around again, 
but I attended a meeting in Heultest, there were several meetings in 
Aroostook County that Mr. Mercker attended, and Mr. Mercker has 
always been considered an authority on potato crops and so forth. 
He was with the United States Department of Agriculture as an 
economist, and he has a very good reputation in Aroostook C ounty. 

Mr. Anrvuso. And on that. reputation—he made the statement there 
would be a shortage ? 

Mr. Torman. All Mr. Mercker could go on, Mr. Anfuso, would be 
on a crop report that the Government issues, an estimated crop report 
in a disappearance report. And the figures certainly showed that 
Maine, I think Mr. Mercker left the impression that somewhere be- 
tween the 10th and 30th of May, that Maine would have the market 
to itself. Now, he is going on crop reports, he is going on weather re- 
ports, he is going on reports suc h as come out in trade papers, and 
so forth and so on. And he can be wrong, and I can be wrong, and 
everyone else can be wrong. 

Mr. Anruso. And he was wrong in that case, wasn’t he ? 

Mr. Torman. Indications are the figures were wrong. Now, why 
I cannot tell you. 

Mr. Anrvuso. Now just one more question, Mr. Totman, and I am 
through. 

One of the witnesses who testified here, a rather responsible person 
from Maine, said that his association was giving very serious consid- 
eration to having the exchange in Maine. Now, i am from New 
York, Mr. Totman, and I appreciate your coming here from Maine, 
and I respect you, but I also want you to know that I r respect these 
people from New York, and I believe that they have done a fine 
job in running a legitimate enterprise. And I take pride in their 
achievements. 

Now, I will ask you, do you find any complaints with the New 
York Mercantile E meee 2 

Mr. Torman. Well, I do not know just whether it would be com- 
plaints. I have some suggestions, and I have talked them over 
with Mr. Claggett and with Mr. Watts. 

Now, the people in Aroostook County perhaps have not had the 
experience that at least I have. I have lived in the stock exchange in 
Baltimore for many years. My office was on the top floor of the stock 
exchange. I have ‘been thrown into different exchanges in a period 
of years in business. I can understand people in Maine perhaps not 
knowing the ramifications and so forth of exchange dealings, the rules 
and regulations and so forth which they have to “abide by -and things 
like that. 

Now, if I can digress a few minutes here, some time ago we in 
Maine felt that we were not properly represented in this mercantile 
operation, and at the suggestion of Mr. Claggett, who is business 
executive, and I have a wire here that he sent to a very prominent 
operator in Presque Isle, a Mr. Humphrey, of Aroostook Potato 
Growers, that he would get a group of men that were interested in 
the industry, and at their diseretion form a committee. He did not 
name the number of men on it or anything like that. And I received 
a wire and was invited to attend that meeting. 
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There were 40 or 50 men there at the meeeting. At the suggestion 
of the mercantile, they wanted this committee to be in the form of an 
advisory committee for the potato industry of Maine to the executive 
board of the New York Mercantile, which I thought was good busi- 
ness, and was what we in the industry, all angles of the industry, felt 
should be done. In that way we could be a go-between between the 
Maine Potato Council, which is, I sayy a growers organization, and 
other segments of industry and the New York Mercantile. 

I have made certain suggestions to Mr. Claggett, and he has passed 
those suggestions on. And I had a meeting, under date of the 22d, 
and there is another man following me, when he comes before this 
committee, and I did not read those minutes but I could read them 
now—it is very short anyway. 

I did say that certain people were present. 

Mr. Totman said that he had been contacted by several groups in the county 
questioning different phases of the mercantile exchange operations, and their 
effect on the present potato market. He spent time in New York to discuss 
these problems with Mr. Claggett and others. He called this meeting to discuss 
the various questions raised, and perhaps develop some recommendations to the 
executive committee of the mercantile exchange. Representatives of various 
segments of the potato industry have been invited to take part in the discussions, 
and give their reaction to the problems. 

The first matter brought up for discussion was warehousing, and Mr. Totman 
read rule 74 of the New York Mercantile Exchange covering approved ware- 
houses. Considerable discussion followed on this subject. 

Now let me say right here, gentlemen that there was a lot of rumor 
concerned with these warehouses. But I actually saw in 1946 the list 
of warehouses that were used, and they were published in the 1957 
edition directory of the New York Mercantile. Those warehouses 
were approved for storage in 1946. 

Now, one of the regulations specified they must have storage and 
transit privileges for delivery to be acceptable on the New York Mer- 
‘antile. That isa rule of the mercantile. Now those houses do have 
those privileges, or they will provide those privileges. This was 
passed on. 

Fred Warman suggested that something should be done to change from the 
present New York City basis to a Maine f. o. b. basis, with grade guaranteed to 
specified destinations within our market areas. 

Now, for us to go on an f. o. b. basis, the trade in Maine to date and 
for the past 10 years has not been able to sell potatoes on an f. 0. b. 
basis. It is grade guaranteed to destination. Now with the 
mercantile operation, we would like to have it only guaranteed to the 
delivery point, which would be Harlem River. But if a buyer takes 
delivery of a car at Harlem River and wants to send it down to Nor- 
folk. or send it down to Atlanta, or send it to the West, then he 
should have storage and privilege charges, and he should not be 
forced, the industry feels, members of the industry feel, he should 
not be forced to—that car may be turned around and have a dozen peo- 
ple have it, and held in the track in New York—that we should guaran- 
tee that inspection to a destination may be 30 days hence. Now I 
feel we are reaching some progress with that. 

Mr. Totman said he had discussed this with Mr. Claggett, whose personal re- 
action was that the executive committee would give careful consideration to 
any recommendation submitted to them by this committee, but that he could 
not say what action they might take. 
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During the discussion on Mr. Warman’s suggestion, the need for a county 
office of the New York Mercantile Exchange for clearing purposes was brought up. 

Now if we are going to have an f. o. b. basis, then we would have to 
have some clearing basis in Aroostook C ‘ounty. That brought up the 
r0int of deposit of funds. For a while it looked as though we would 
faa to move Fort Knox into Aroostook County. Many of the banks 
had to go outside and have money brought up there to take care of these 
deposits. There was a question—it was a natural questi as to the 
possibility of taking these deposits and putting them in, of keeping 
them in the local banks in Aroostook County. According to the regu- 
lation, those deposits must be kept in trust, and what could the local 
banks do with trust funds? It is possible to put out some money on 
certificates of deposit, short term loans, perhaps, under the laws of 
Maine. I checked into it. I called Mr. Porter in for that particular 
question, and he said that they could. 





Mr. Totman next brought up the subject of trust funds deposited in local banks 
by the Mercantile Exchange, and the use that the banks could make of these 
funds. Irwin Porter said he could see no reason why such funds could not be 
used to advantage by local banks for short term loans to towns, etc., and felt 
that it would be very desirable to have such funds deposited locally. 

Mr. Totman pointed out that mercantile funds would have to be de- 
posited as trust funds according to Mr. Claggett. Perrin Edmunds 
said that it was the feeling of many that the New York Mercantile 
Exchange had created the present market situation through loose 
interpretation of the rules governing warehouse deliveries, and that 
the Commodity Exchange Authority was also concerned with their 
interpretation and questioned the legality of it. 

He also said that with the present - feeling that the exchange is defi- 
nitely manipulating the market, something must be done to correct 
the situation. 

Now if there was proof of manipulation, Mr. Perrin Edmunds is 
president of the National Potato Council, and president or chairman 
of the Maine Potato Council. If he had such proof within his hands, 
he should have gone to the Commodity Exchange Authority with that 
proof and something would have done about it. That was rumor. 

Pit trading was discussed. 

Then, also, here is the last suggestion, made by Jack Roth, that a 
member of the industry in Maine be put on the board, the executive 
board of the New York Mercantile. And I believe that when I can 
get my committee as a committee, the majority of the committee to 
approve those recommendations, that the New York Mercantile would 
give them serious consideration. 

Thank you. 

Mr. Hagen. Mr, Anfuso, in the first day of the testimony in this 
matter, referred to some meeting of the Maine people with the mer- 

cantile exchange people. Is this the meeting that you refer to—are 
you both referri ing to the same meeting ? 

Mr. Toran. I do not think so. I had been down to the exe hange 
on some business. I wanted to get the exchange’s reaction to certain 
things that I anticipated would come up at that meeting. We brought 
in other segments of the industry so that we could get some recom- 
mendations from them, and if there were any legitimate complaints 
against the mercantile, that was the time for them to come out with 
them. 











170 PROHIBIT TRADING IN POTATO FUTURES 


Mr. Cutrrorp McIntire. Mr. Chairman, I am sure that it would 
be the wish of the subcommittee insofar as possible that these gentle- 
men be given an opportunity to be heard. 

What arrangements have been made for tomorrow ¢ 

Mr. Grant. Let’s see who could be here ? 

Mr. Anruso. Mr. Chairman, I personally cannot be here tomor- 
row. I have made arrangements to be elsewhere, and I know that 
certain witnesses which we want to get definitely won’t be here to- 
morrow. We have not notified the Department of Agriculture, for 
example, and we have a group, as you can see here, with three authori- 
ties and three experts. We also have a very prominent attorney who 
is going to testify on the constitutionality of this legislation. 

And therefore, 1 say we definitely will not be ready tomorrow. 

Mr. Grant. Well, we have heard most of the witnesses here from 
Maine, so they can be excused. 

You want toask Mr. Carpenter some questions / 

Mr. Cutrrorp McIntire. Just one short question. 

Mr. Chairman, on this point, may I make a statement / 

Mr. Grant. Yes. 

Mr. Currrorp McIntire. I think it is important to mention—and 
I am not saying this in any sense of criticism, but just objective obser- 
vation—we have some gentlemen here who I know personally are offi- 
cials of the exchange, and they are here in Washington. As one mem- 
ber of the full committee and I appreciate I am not a member of the 
subcommittee, but I think under the rules of the House by virtue of 
my sitting here, I am automatically a member of this subcommittee 
at this moment, and I would strongly recommend that these gentlemen 
who are here from New York and who are anticipating testifying to- 
day be given an opportunity to come back tomorrow. 

I have checked the committee schedule for tomorrow, and I find 
there is no conflict as far as the use of facilities are concerned. 

And as much as I would like to adjust committee hearings to my 
personal schedule, I cannot ask the committee to do that. And I 
would like very much, if it is possible, that the committee continue 
hearings tomorrow in order to accommodate those who are here. And 
I certainly hope that the Department will be given an opportunity 
to testify and the other gentlemen that Mr. Anfuso has referred to. 

I am just as anxious as he is that this be a fair, objective hearing, 
and I will adjust my schedules insofar as is humanly possible. And I 
think I have never asked the committee not to meet f virtue of my 
own schedule. And I would strongly recommend that these gentlemen 
that are in Washington be given an opportunity to testify tomorrow. 

Mr. Anruso. Mr. Chairman, Mr. Meintire keeps making the state- 
ment that he would like to have these hearings fair and objecitve. 

If we are going to have fair and objective hearings we must be given 
the opportunity of having the witnesses here. 

I might say this to you, Mr. Chairman, while you were so busy 
going through a very, very important election, I received 24 hours’ 
notice that this bill would be considered and I got ready in 24 hours, 
and I attended the hearings, and cross-examined such witnesses as I 
possibly could. They had 2 days of full hearings. Now I do 
not know what this pressure is, I do not know what this idea of trying 
to railroad something through this committee is, but it is certainly 
not the type of fair and objective hearing that we talk about. 
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I made the very frank and open statement, and I made it to Mr. 
McIntire before Tienda it to you, Mr. Chairman, that tomorrow I 
would not be here. 

And as I say, what is the rush and what is all this excitement ? 

Did this mercantile exchange commit some crime, that an indict- 
ment must be handed down forthwith ? 

Mr. Hagen. All Mr. McIntire is asking is what the witnesses who 
are here and want to appear tomorrow be given an opportunity to 
appear, and that the hearings be kept open for any further witnesses 
that want toappear. There is nothing railroading about it. 

Mr. Anrvuso. I can answer that by saying there are no witnesses 
available here for tomorrow. 

Now I think you were not here, Mr. Hagen 

Mr. Hacen. There is a whole list of witnesses here. 

Mr. Anruso. You were not here, Mr. Hagen, when for the purpose 
of saving time I allowed all of the Maine people to testify without 
cross-examination. If I wanted to be dilatory, I could have asked 
all of those people many questions, and you probably would not have 
gotten through three witnesses. 

So I have, Mr. Chairman, as you know, cooperated, and we have 
done a pretty good job this afternoon. We have heard almost nine 
witnesses. 

Mr. Cuirrorp McIntire. Mr. Chairman, may I make an observation 
for the record, that an effort, and a very sincere one, and as far as I 
am concerned, a very fair one has been made to accommodate witnesses 
by setting this date 30 days after the original date on which the oppo- 
nents of this bill were scheduled to be heard. 

Could the gentleman from New York give me some idea, or give 
the committee some idea, of what further convenience is nceessary 
in that regard ? 

Mr. Anrvso. I will promise you that I will consult with the chair- 
man tomorrow, or rather even now we will consult with our calendar 
clerk and see what day is available, and I will be ready to cooperate 
with you in that respect. 

As far as tomorrow is concerned, I ought to be given some con- 
sideration. 

And besides, Mr. Hagen, in answer to you, we have no witnesses 
available tomorrow because I did not think we would go through 
more witnesses than we have today. We went through nine witnesses 
today. How many more do you want to go through in an afternoon ? 

Mr. Cuirrorp McIntire. Mr. Chairman, could we ascertain whether 
or not there are witnesses who are on your list who might be available 
to be heard tomorrow. 

Mr. Grant. Who is here who would be available tomorrow ? 

Mr. Hacen. What are the names? 

Mr. Grant. I do not know, I am just asking. 

Do you want to agree on some time when we will continue to? 

Mr. Cutrrorp McIntire. Then it is my understanding that the 
gentlemen who are here, and on your list of witnesses are here only for 
today, and it is not in their convenience to be here tomorrow? Is that 
correct ? 

Mr. Anruso. It is not in their convenience to be here tomorrow, but 
they will be available at some future time. 

26433—58——12 








172 PROHIBIT TRADING IN POTATO FUTURES 


Mr. Hagen. Mr. Campbell? Is he here? | 

How about Mr. Berg; is he in the audience ? 

Mr. Cuaccert. He is not here at the moment, sir. 

Mr. Grant. Mr. Watts; is he here? 

Mr. Anruso. Yes; Mr. Watts is the president of the exchange, and 
he says he has every right to be here, and we intend to call him as 
the last witness. 

Mr. Currrorp McIntire. Mr. Watts, are you available for tomor- 
row ? 

Mr. Warts. You are asking me? 

Mr. Currrorp McIntire. Yes. 

Mr. Warts. It would be very inconvenient. I had not planned to 
be here. I thought these hearings would be concluded today. 

Mr. Anruso. You can come back some other time ? 

Mr. Warrs. Oh, yes. 

I have a business to run, too, besides the exchange. 

Mr. Hagen. Is there any witness in the audience who has not been 
heard and who can be here tomorrow ? 

We are asking for volunteers. [Laughter. | 

Mr. Grant. For someone who got here at 5 o’clock, you are mighty 
anxious to have a hearing tonight. [Laughter. | 

Mr. Currrorp McIntire. Could I ask a question of Mr. Carpenter, 
please ¢ 

Mr. Grant. Yes. 


STATEMENT OF ANTHONY CARPENTER—Resumed 


Mr. Cuirrorpv McIntire. Mr. Carpenter, I would like to direct a 
question to you, if I may, please ? 

This isa very short one. You made an observation in your statement 
here which I would appreciate you elaborating on. That is that if by 
chance the futures trading were denied Maine—let me see if I can get 
your exact statement here. 

Well, it was to the effect, Mr. Carpenter, that there were other areas 
that would be very anxious to have their production included in 
futures trading. Could you give me those other areas for the record / 

Mr. Carpenter. Well, I would say, Mr. McIntire, that in that view, 
for instance, in Florida we have no place to hedge potatoes, as you 
can see, there, and we grow a substantial amount of potatoes. We also 
grow a substantial amount in Virginia. There is no possible way of 
us being able to hedge for the financing that we have to put out to 
these various growers, and also to growers that would like to sell 
futures for protection on part of their crop. 

Mr. Cutrrorp McIntire. Then you think that the growers in Florida 
are very much interested in having the New York Mercantile open a 
contract for trading on the Florida delivery ? 

Mr. Carpenter. I would say yes to that. I would say they would 
be—especially in view of the situation we have at the present time, 
they would have been only too happy to have somewhere where they 
could have hedged their potatoes at a cost, and not be selling them at 
a loss which they are doing at the present time. 

Mr. Currrorp McInvime. Are you of the opinion that Long Island 
producers would like the New York Mercantile Exchange to design a 
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‘ontract in order that production in Long Island be eligible for de- 
livery on the board ? 

Mr. Carpenter. If it was feasible; yes. As a matter of fact, it was 

requested a few years back to have Long Island potatoes included in 
their contract, and the exchange at that time, I believe, did not feel it 
was feasible. 

Mr. Currrorp McIntire. Are you of the opinion also that upstate 
New York would like the exchange to design a contract for delivery 
of upstate—— 

Mr. Carpenter. I am not too familiar with upstate New York, as 
T am not too large of an operator in that area 

Mr. Ciirrorp McIntire. Do you think there is anything in the 
regulations of the CEA, or any where else, that prohibits a contract 
to be developed for Virginia potatoes ¢ 

Mr. Carpenter. I am not an authority on CEA, and I would not 
want to make any comments as to what authority CEA has or does not 
have. 

Mr. Currrorp McIntire. I think you are modest in that regard. 
| Laughter. | 

Mr. Carpenter. Thank you. 

Mr. Currrorp McIntire. Thank you, Mr. Chairman. 

Mr. Grant. Thank you, gentlemen. 

The hearing will be adjour ned until the call of the Chair. 

(W hereupon, at 5:05 p. m., the hearing adjourned subject to the 
‘all of the Chair. ) 
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WEDNESDAY, JUNE 18, 1958 


Houser or REPRESENTATIVES, 
SpeciaAL Action Domestic MARKETING SUBCOMMITTEE 
or COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee convened pursuant to notice at 10:10 a. m., in 
room 1310, New House Office Building, Hon. George M. Grant (chair- 
man of the subcommittee) presiding. 

Present: Representatives Grant, Hagen, Anfuso, Mrs. Knutson, and 
Williams. 

Also present: Representatives McIntire and Jones. 

Mabel C. Downey, clerk. 

Mr. Grant (presiding). The committee will come to order. 

We have met this morning to continue here on H. R. 10282, and I 
believe we have as the first witness Mr. Rutland. 

Mr. Winfield Tucker, you may proceed. 


STATEMENT OF WINFIELD TUCKER, FARMER, SLOCUM, R. I. 


Mr. Tucker. Gentlemen, my name is Wintield Tucker and I live 
in Slocum, R. I. 

I am here to speak as a farmer in favor of continuing the trading 
of potato futures on the mercantile exchange because I think they 
serve a very useful purpose when properly used. 

As a grower of 600 acres of potatoes in Rhode Isiand, and finan- 
cially interested in another 1,200 acres, I find the thoughts of operat- 
ing this acreage without the insurance afforded by the futures trading 
as a hedging medium quite disturbing. 

By the use of the futures market as a place where we can sell in 
advance, at least a portion of our crop, we have been able to insure 
a reasonable return and also help eliminate one of the greatest hazards 
that befall all farmers—disastrous prices when we go to market. 

Immediately you may ask why these future sales cannot be made 
directly with the people who will use them. Some are, but generally 
the receivers are reluctant to contract much in advance for their sup- 
plies in the hope that the price may decline, which it sometimes does, 
to well below the cost of production. But, secondly, to me the most 
important is that the mercantile exchange provides a clearinghouse 
where all purchases and all sales have to be honored and are guaran- 
teed so, by the holding of appropriate margins. 

We also find this medium of exchange a very great help in procuring 
our seed potato supplies. When the futures market reaches what we 
consider a reasonable level, we purchase March of April contracts and 
hold them as a hedge for our seed requirements. 
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_ It is my firm opinion that the continued trading of potato futures 
in the New York mercantile exchange can and will serve a very help- 
ful and useful place in today’s potato growing operations whether in 
Maine or ialela of it. 


Granted only Maine potatoes may be delivered on the board, but 
that makes little difference in actual practice since a hedge sale does 
not have to have a delivery to make it effective and frequently one 


finds the market in a better position when there are no deliveries. 

This, gentlemen, is offered as a farmer’s viewpoint, not a shipper 
or broker—but as a farmer—whose only hope of making a living is 
being able to sell his crop for more than it costs him to produce it. 

Mr. Grant. Thank you very much. 

Mr. Tucker. Thank you. 

Mr. McIntire. I would like to ask unanimous consent to insert in 
the record certain telegrams and letters that I have received with 
regard to this legislation. 

Mr. Grant. Without objection they may be inserted. 

(The telegrams and letters referred to are as follows :) 


NORTH CAROLINA DEPARTMENT OF AGRICULTURE, 
Raleigh, May 21, 1958 
Hon. B. EVERETT JORDAN, 
United States Senate, 
Senate Office Building, Washington, D. C. 

DeaR Mr. JorpDAN: The North Carolina Potato Association in annual session, 
the 8th day of May 1958, urges the North Carolina congressional delegation 
to extend the Reciprocal Trade Amendment Act for a period of 5 years and to 
oppose all amendments that will render the bill useless. 

At this meeting, a motion was made by Mr. J. R. Ball, Beaufort, N. C., sec- 
onded by Mr. H. O. Paul, Aurora, N. C., that the North Carolina Potato Associa- 
tion, Inc., go on record as being in favor of the McIntire bill (H. R. 10282) 
This motion carried by 240 producers attending this annual meeting. 

The two above matters were freely discussed at our annual meeting and the 
feeling of those present was that the May deliveries on the futures market did 
nothing but demoralize the wholesale and retail trade and caused the prices 
of early spring and late summer potato producers to lose money on their op- 
erations due to the up and down futures market on this commodity. The presi- 
dent of the association, Mr. Clay Ferebee, Camden, N. C., requests that these 
two matters will receive your most serious consideration. 

I am enclosing a list of the officers and association members for your infor- 
mation as to the number of people and their families that the North Carolina 
Potato Association is represented by. 

Very truly yours, 
Hucu B. MARTIN, 
Secretary ex officio, North Carolina Potato Association, Inc 


S. S. SAWYER, 
Jacksonville, Fla., May 2, 1958 
Representative CLirF MCINTIRE, 
House Office Building, Washington, D. C. 

Dear Sire: I hope the information I have been sending you has been of 
some value and I am again enclosing a bulletin received this morning with 
reference to “board prices.” 

As Mr. Finks says, we have all the ingredients for a good stable market on 
potatoes with the exception of “confidence” which, in the writer’s opinion, has 
been lost on account of the fluctuations, or I might add, the “manipulations” 
on the board. 

Many dealers here bought Canadian Prince Edward Island sebagoes at $5 
per hundredweight, delivered Jacksonville, and today we can buy Maine Katab- 
dins around $3.10 delivered Jacksonville via truck out of Boston. 
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Supplies are not heavy now and shippers should have a healthy demand for 
their offerings, but most of the trade is sick with high-priced stock on hand 
which they are taking heavy losses on and are not interested in additional 
purchases. 

The Hastings deal south of us 50 miles normally starts moving April 1, but 
on account of bad weather conditions during the growing season they are just 
starting to ship, but the potatoes are small, very green, and immature and 
despite the fact that the deal is almost or is a month late, the inquiry and de- 
mand has been negligible. Normally when we have a late-starting deal at 
Hastings the demand for these fine sebagoes builds up very rapidly. 

With the present existing bad situation on potato marketing, it would ap- 
pear that you should have adequate support in getting favorable action on your 
bill. 

Sincerely yours, 
. SAWYER. 
FINKS BROKERAGE Co. 


Kansas City, Mo. 


BROKERS BULLETIN No. 120 
APRIL 30, 1958. 

GENTLEMEN: Carlot shipments Idaho Russets yesterday, 129 cars. 

Track holdings Idaho Russets today at Kayce, 49 cars; arrivals Chicago, 23 
cars. 

Terminal markets: Supplies light, demand moderate, market steady. 

Comment: Track holdings of all potatoes at Chicago, 188 cars; at Kansas 
City, 62 cars. Supply of rolling cars light. 

“Have potatoes—will sell.” The action of the Maine board in dropping from 
a high of $6 to the current price of $2.50 has had a material effect in killing 
the late old potato deal. It’s rough and is something that should not be al- 
lowed, in our humble opinion, to exist. 

Idaho, with a very moderate supply of Russets left to move, has resigned it- 
self to ship largely on orders and sweat it out. From a supply situation, Idaho 
Russets available on track and rolling are in light supply to such a point that 
we would normally have a strong market. 

This old potato deal has every ingredient for a firm market except con- 
fidence, which cannot be interjected into the deal artificially but must come 
through the conviction of buyers that the market is attractive and that lower 
prices will not prevail. Right or wrong, the Maine Potato Board will determine 
this low point. It’s a case of the tail wagging the dog and to excuse this ex- 
pression, the dog has been taking a hell of a wagging lately. Which bears out 
the old expression, “It shouldn’t happen to a dog.” 


APRIL 30, 1958. 
DEAR CONGRESSMAN McINTIRE: Reference to my letter yesterday, here is a 
bulletin of April 26 with appropriate comments by an eminent potato sales 
executive, Mr. Scott Finks, of Kansas City, Mo. 
Regards. 


. 


S.S. Sawyer, Jacksonville, Fla. 


FINKS BROKERAGE Co. 
Kansas City 6, Mo. 
APRIL 26, 1958. 
GENTLEMEN : 

“Have potatoes—Will sell.” Well, the potato market hit bottom Thursday, 
started improving with a much better demand yesterday and is a full quarter 
or more higher today with limited supplies being offered. 

The potato market suffered almost a collapse in prices the first of the week. 
It was not justified except for a lack of confidence and very light demand. Many 
growers, shippers, brokers, and dealers feel that the sharp decline in the market 
was caused by Maine Board speculation. As far as track holdings, shipments, 
and the supply at shipping point is concerned, the market never should have 
suffered such a sharp decline. 

Growers and loaders at shipping point have taken drastic steps to try and 
return the market to a stable condition. A meeting was held in Idaho Falls 
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Friday and it was agreed to discontinue rollers and load on orders and to hold 
for a minimum of $3.50 f. o. b. on Usone Sizea. This can’t be 100 percent effective 
with so many shipping factors involved; but it has resulted in a much stronger 
situation and it is almost impossible to get a firm price on Russets in Idaho 
today. Maine growers and shipping and receiving interests have subscribed 
to a fund to take off all Maine potatoes held in storage in New York for Maine 
delivery. This recent decline was disastrous to many shippers and dealers with 
some frankly facing bankruptcy at the low prices existing early in the week. 

Comment: The potato market was due to improve and the actions taken by 
the Idaho and Maine shipping and growing interests will fortify the natural 
strength in the market. Shipments have been very light and track holdings in the 
16 cities are lower than in 6 weeks. We think a reasonable advance is justified. 

Rolling cars: We have the following rollers unsold : 

PFE 66639—360 Sax Usone Sizea Idaho Russets, sprout inhibited, 25 percent 
tenoz larger. 

PFE 65581—360 Sax Usone Sizea Idaho Russets, sprout inhibited, 25 percent 
tenoz larger. 

PFE 10695—260 Sax Washed Utility Idaho Russets, sprout inhibited 50/35 
percent tenoz larger ; 100 Sax Usone Sizea Idaho Russets, sprout inhibited, 20/25 
percent tenoz larger. 

PFE 8417—360 Sax Usone Sizea Idaho Russets, sprout inhibited, 25 percent 
tenoz larger. 

PFE 61934—360 Sax Usone Sizea Idaho Russets, sprout inhibited, 25 percent 
tenoz larger. 

PFE 67231—360 Sax Usone Sizea Washed Idaho Russets, initial ice, 20/25 
percent tenoz larger. 

PFD 45945—80 Sax Usone Extras Idaho Russets, sprout inhibited, 35 percent 
tenoz larger; 280 Sax Usone Sizea Idaho Russets, sprout inhibited 25 percent 
tenoz larger. 

PFE 64424—360 Sax Usone Extras Idaho Russets, sprout inhibited, 35 percent 
tenoz larger. 























LYNDONVILLE, VT., June 9, 1958. 














CONGRESSMAN CLIFFORD MCINTIRE, 
House of Representatives, Washington, D.C.: 
I am in favor of your bill, H. R. 10282, doing away with the futures trading 
of potatoes. 
DouGLAS GRANT. 


East HarpwIick, Vr., June 16, 1958. 
Congressman CLirrorD McINTIRE, 
House of Representatives, Washington, D. C.: 
Potato growers of Vermont are in favor of your bill, H. R. 10282, doing away 
with the future trading of potatoes. 


CERTIFIED SEED POTATO GROWERS ASSOCIATION, 
CarRLTon J. Barren, President. 











Somers, Conn., May 28, 1958. 












Congressman CLIFFORD McINTIRE, 
House of Representatives, Washington, D. C.: 


I am in favor of your bill H. R. 10282, doing away with future trading of 
potatoes. 


T. J. HurvBurt & Son, 


Mr. Grant. Mr. Adams, we will be glad to hear from you. 


STATEMENT OF RICHARD ADAMS, PARTNER IN THE ADAMS 
MARKETING CO., HIGHTSTOWN, N. J. 





Mr. Apams. Gentlemen of the Subcommittee on Domestic Market- 
ing, my name is Richard Adams. I come from Hightstown, N. J., 
where I am a partner in the Adams Marketing Co. The other part- 
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ner is Mrs. Adams. I have come down here today to tell you that I 
believe the New York Mercantile Exchange potato futures contract is a 
vital part of the modern potato business. If I didn’t think so I most 
certainly wouldn’t say so, as I have nothing to gain personally by 
being for it. 

As a shipper of approximately 2,500 carload equivalents of potatoes, 
I have found futures trading a way to insure my profits. For this rea- 
son I joined the exchange in order to benefit from the lower broker- 
age rates I get as a member. I purchase about 500 carloads of cash 
potatoes a year out of Maine and distribute them throughout the area 
east of the Mississippi. I buy from Maine Potato Growers Co- -Op, 
Smith & Weeks, and through a broker in New York who finds Maine 
potatoes for me. There are other people that I buy from besides those 
that I have enumerated. 

I know that some of the farmers from whom I buy are against 
futures trading and I cannot for the life of me see why, since I con- 
sider hedging an important part of their business just as it is of mine. 

In a moment I think I'll be able to explain the opposition to futures 
trading in potatoes. But first I’d like to explain very briefly how and 
why I use futures trading. At times I have as many as 50 cars of 
Maine potatoes rolling at once, or on the track. I say to myself what 
will happen if the market drops a dollar? Ill lose $450 a car, or 
$22,500 before the potatoes reach their destination. Therefore, I sell 
a certain number of cars on the board when I buy. When I had 50 cars 
rofling at one point this year I had 34 cars sold on the board. Thus 
my price was guaranteed, no matter where the cash market went. 
The only mistake I made this year was that I bought back one hedge 
first as the cars arrived, and I'should have held out until I had made 
delivery, but because of the futures market I had a fine average this 
year. Without it I would have been hurt by falling prices like some 
others were. 

I think there are two types of opposition to the exchange. First are 
the people who blame it for the fact that prices took a nosedive this 
spring. That is just plain foolish. The exchange prices reflect supply 
and demand, the same as the cash market. 

If anything, the exchange held prices up higher this year than they 
would have if the truth had been known about the true supply and de- 
mand picture. These same people say the exchange allows for manipu- 
lation. Naturally, everyone tries to make the market go his way, but 
in the end it all evens out and reflects the supply and demand picture. 

There certainly couldn’t be any more manipulation than there is in 
the cash market. If I have a few quiet days my chainstore customers 
will lay back a week or so, all of them at once, trying to drive prices 
down. That is considered smart cash potato buying, but it certainly is 
an effort at manipulation. We are dealing here with hard facts of 
economic life, gentlemen. 

Now let me end with my final outlook on futures trading. I think 
a lot of people who are against it just simply do not understand what 
it is all about. I am thinking specifically of a friend and neighbor 
of mine whom I respect very much as a grower of good potatoes. 
He exercises good judgment in buying seed, in spraying, fertilizing, 
and all the necessities of producing a crop. 
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He grows 50,000 to 60,000 100-pound bags a year. This winter 
I told him he ought to sell five cars or so on the board as a hedge be- 
cause the price looked awfully good. He said he was going to hedge 
them. I came back from a trip and found he had not sold 5 cars but 
had bought 5 cars. When prices dropped this man lost money both 
ways. If he had hedged he would have ended up with a nice profit. 

Let me end by saying that futures trading is vital to my business, 
and my business is not a small one. I sell a lot of Maine potatoes and 
a lot of other potatoes. It will be a blow to me if futures trading is 
prohibited, and a blow to the men in Maine whose potatoes I sell, 
whether they realize it or not. 

Mr. Grant. Thank you very much, Mr. Adams. 

Do you have any questions? 

Mr. McIntire. [ have no questions. 

Mr. Anruso. I have no questions. 

Mr. Grant. Mr. Pollak, please come around. We will be glad to 
hear from you, sir. 


STATEMENT OF HENRY A. POLLAK, POTATO GROWER, 
HICKSVILLE, LONG ISLAND 


Mr. Potitax. My name is Henry A. Pollak. I reside in Lido Beach, 
Long Island. I raise 300 acres of potatoes on Long Island, 300 acres 
of potatoes in Maine, and I operate a fertilizer business in Hicksville, 
the Henry A. Pollak Co. I can sum up my position on potato futures 
trading by stating that my business as a grower and as a fertilizer 
dealer is based on futures trading. 

I can tell vou a little anecdote that will illustrate my stand on 
futures trading. Years ago my father bought 15 cars of oats. I told 
him to hedge them. He said he wouldn't hedge them because he 
wouldn’t gamble. I told him it was a bigger gamble not to hedge 
them. He persisted and did not hedge the oats. He lost a good bit of 
money on every car. If he had hedged them he would have had a 
profit on every car. 

I think his attitude is pretty much like the attitude you find all 
too often in Maine right now. People up there think futures trading 
is gambling. I decided years back to hedge whenever I could as a 
protection ‘of my profit and I use hedging i in the purchase of seed 
potatoes for growers, as part of my own growing program, and as a 
hedge against the fertilizer that I sell to other growers. 

Without hedging I wouldn’t be in the potato deal the way I am. 
I i a be hurt and so would the growers I deal with. 

I don’t think I need to say anything more to convince you of the 
importance I put on futures trading. 1 understand, though, that one 
of the chief charges against the exchange i is that prices dropped this 
spring. Id like to answer this ridiculous accusation. 

Prices dropped this spring for a very good reason, In one word, 
it was oversupply. There were potatoes in Maine this year in enor- 
mous supply. Yet we were told supplies were not too heavy, and when 
the reports of widespread freeze damage came from Flor ida, specula- 
tors thought they saw a chance to make some money and they began 
to buy. 
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This gave Maine farmers the chance of a lifetime to sell out on the 
instead, and waited for the cash price to get as high or higher than 
board while prices were high. But farmers held back on shipments, 
the futures price. This never happened, because in the spring Florida 
made up for its freeze losses by replanting and the crop itself recouped 
its losses though it matured a few weeks later than normal. Thus 
Florida started to ship heavily. This, plus word of heavy holdings 
left in grower’s storage in Maine, did the trick and prices began to 
drop. 

Prices for Maine potatoes are now $1.50 or less per hundredweight. 
In April when the price dropped from $5 to $3, growers blamed the 
exchange. Now, with the exchange out of the picture for a month, 
their price is $1.50 and I think many growers are beginning to realize 
the truth—that the price fell because there were just too many 
potatoes around, and there still are, for that matter. 

I'd like to finish by saying that if growers in Maine were educated 
to the value of futures and had sold on the board this past winter they 
would all have made a good profit and we would probably not be 
hearing unfair complaints today against futures trading. 

Mr. Grant. Are there any questions? 

Mr. Anruso. I have no questions. 

Mr. Wititams. I have no questions. 

Mr. McIntire. I have no questions. 

Mr. Hagen. [have no questions. 

Mr. Grant. Thank you very much for your statement. 

Mr. Pottack. Thank you. 

Mr. Grant. Next is Mr. Emory. 

Mr. McIntire. I am very delighted to present Mr. Emory to the 
committee. It happens that I have had the pleasure of knowing Mr. 
Emory for many, many years and know his farm and the very ca- 
pable manner in which he operates it. I am very much appreciative 
of this opportunity to have Mr. Emory’s views here today. 

Weare very happy to have you here with us. 

Will you proceed, Mr. Emory. 

Mr. Emory. Thank you, sir. 


STATEMENT OF LEWIS EMORY, MAINE 


Mr. Emory. I think the futures trading is a step in the right di- 
rection because it is insurance protection on potato growing and 
selling. I use hedging only for the protection, never for speculation. 

I grow about 200 acres and need some protection, and I find it in 
hedging. 

[ think the trading in futures, if used only as a hedge, is good for the 
industry. I would like to see it continued. That is probably about 
all I ean say just now. 

Mr. Hagen. If every grower of Maine potatoes offered his potatoes 
on the futures market, what would happen to the price offered for 
future delivery contracts if everyone did that / 

Mr. Emory. That we just do not know. 

Mr. Hagen. The price would not be very good, would it / 

Mr. Emory. If the price was not satisfactory the growers would not 
accept them. 
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Mr. Hacen. In other words, you are saying this is a very limited 
device, good only if a very few potato growers use it by so offering 
their potatoes. , 

Mr. Emory. Well, it has been profitable to me. No, I would not say 
it would be limited, no. , 

Mr. Hacen. Do you think if every potato grower in Maine used it, 
it would be helpful? In other words its value to any potato grower 
would then be destroyed. | 

Mr. Emory. Well, that is, of course, the question for consideration. 
They just could not continue to use it as I used it, if the buyers would 
not pay the price. 

Mr. Hagen. In other words, this is a vehicle that is of value only 
under a very limited condition of use and then only for a very few 
potato growers. Presumably all potato growers are not as bright as 
you or not in a position to participate in this kind of an operation. 

Mr. Emory. Many are using it as a speculation. There would not 
be such a volume in trade if that speculation was taken out of it. 

Mr. Hagen. Do you make a profit every year that you hedge / 

Mr. Emory. Yes, it has worked out all right. 

Mr. Hacen. You made a profit every year / 

Mr. Emory. Yes. 

Mr. Hagen. You made a profit this year? 

Mr. Emory. Yes. 

Mr. Hagen. For the growing of the potatoes / 

Mr. Emory. What I put into it. 

Mr. Hacen. What do you mean you put into it / 

Mr. Emory. I didn’t take them all, but what few I did was profit- 
able. In fact. I just use it as a protective agency against cost of 
production. 

Mr. Hacen. To get back annual production costs, in other words? 

Mr. Emory. Yes. 

Mr. Hagen. Is that all the relief possible? It might be different 
if every potato grower used it as you use it ? 

Mr. Emory. That we don’t know. 

Mr. Hacen. That you do not know ? 

Mr. Emory. No. 

Mr. Hagen. I have no further questions. 

Mr. Grant. Thank you very much. 

Mr. Anruso. Mr. Emory, I have one question. Are you familiar 
with the United States Department of Agriculture Commodity Ex- 
change Authority reports? Do you ever see them ? 

Mr. Emory. Yes. 

Mr. Anruso. Are you familiar with the one—I would like my 
colleague Mr. Hagen to note this—that shows that close to 100 percent 
of trading in potatoes is done by those in the industry ? 

Mr. Emory. No, I don’t know as I am. 

Mr. Anrvuso. According to this report, those in the business repre- 
sented something like 2,504 in the trade and the grand total for pota- 
toes throughout the country was 2,958. That is almost close to 100 
percent ? 

Mr. Emory. Yes. 

Mr. Anrvuso. That is all I wanted to put in. 

Mr. Grant. Thank you very much. 
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Next is Mr. Albert. 


_ Mr. Anruso. Mr. Albert is going to file a statement. Can we have 
his statement now? 


(The statement referred to is as follows :) 


STATEMENT OF MAURICE L. ALBERT 


My name is Maurice L. Albert. I have been a member of the bar of the State 
of New York for over 30 years. I have been admitted to practice in the United 
States district court in many districts and in several States. 

Amongst others, I have represented the New York Mercantile Exchange, as 
general counsel, for some 15 years. I am in no sense an employee of the ex- 
change and I am not subject to the orders or directions of its officers or of the 
members of its executive committee. 

My appearance before you today is upon invitation of the executive director 
of the exchange. I have been given no specific assignment. What I have to say 
I say out of strong conviction that the legislation under consideration (H. R. 
10282), with due deference and respect for its framers and their good intentions, 
is in bad legislative tradition, abhorrent to the law, sectional and inequitable 
in bestowing dubious favor and a real and present danger to our cherished sys- 
tem of democratic principles. 

I make no distinction between personal and economic freedoms. One cannot 
survive without the other. Unreasonable legislative encroachment upon the 
right to make a contract, which is not contrary to public morals, opens the way 
inevitably to the curtailment of personal freedoms ostensibly in furtherance of 
the welfare and the proper exercise of the police power of the state. 

*assivity in the face of inroads made in abridging any freedom affecting one 
segment of the population sooner or later induces and begets further inroads 
which will affect all. The framework of our Constitution and especially the Bill 
of Rights was designed to limit executive and legislative excesses. Individual 
freedoms cannot be whittled away under the police power of the state except for 
the benefit of all, not a few, and then only in most extreme circumstances. 

The proposed legislation under consideration limits its application to one com- 
modity—Irish potatoes. The legislation does not ban futures trading, as mal 
prohibitum, in any other commodities covered by the Commodity Exchange Act 
which are declared therein to be affected with a national public interest and there- 
fore, by implication, the desirability to preserve such trading, under regulation, 
in all such commodities, except Irish potatoes, is affirmed. Having once brought 
this particular commodity within the purview of the act on the same basis and 
for the same purposes as all of the other commodities embraced therein, why 
does it now become reasonable to declare that futures trading is a vital part of 
the agricultural marketing system as to all commodities except Irish potatoes? 

The bill under consideration provides that, “No contract for the sale of Irish 
potatoes for future delivery on or subject to the rules of any board of trade in 
the United States shall be made by or through a member of a board of trade 
which has been designated under section 4 as a contract market.” 

It is to be noted that the proposed bill does not remove Irish potatoes, as one 
if the designated commodities, from the operation of any of the provisions of 
the Commodity Exchange Act. Section 4 (h) of the act provides “It shall be un- 
lawful for any person— 

“(1) To conduct any office or place of business anywhere in the United 
States or its Territories for the purpose of soliciting or accepting any orders 
for the purchase or sale of any commodity for futures delivery, or for 
making or offering to make any contracts for the purchase or sale of any 
commodity for future delivery, or for conducting any dealings in com- 
modities for future delivery, that are or may be used for— 

“(A) Hedging any transaction in interstate commerce in such com- 
modity or the products or byproducts thereof; or 

“(B) Determining the price basis of any such transaction in inter- 
state commerce; or : 

“(C) Delivering any such commodity sold, shipped or received in 
interstate commerce for the fulfillment thereof, if such orders, contracts, 
or dealings are executed or consummated otherwise than by or through a 
member of a contract market—” : 

Obviously, it is the purpose of section 4 (h) of the act to insure that, except in 
colated instances between individuals, known to each other and from mouth 
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to ear, no contracts for the purchase and sale for future delivery of any com- 
modity under the act, including Irish potatoes, could be made or dealings had 
therein except by or through a member of a contract market so that all such con- 
tracts and dealings would be subject to regulation. Now, were the bill in ques- 
tion to become law it would be unlawful in any place of business to solicit or 
accept any orders, to make or offer to make any contract or to have any dealings 
in connection with the purchase and sale of Irish potatoes and its products and 
byproducts, for future delivery, that are or may be used for hedging any trans- 
action in interstate commerce, determining the price basis of any such transaction 
or delivering Irish potatoes, its products and byproducts in fulfillment of any such 
futures contract. 

It is not known whether the sweeping effect of the passage of this bill was 
intended or in contemplation. Nevertheless, by direct application in prohibiting 
the making of futures contracts in Irish potatoes, its products and byproducts 
through a member and subject to the rules of a contract market and by indirect 
application in prohibiting such contracts in any place of business, the grower, 
receiver, processor, manufacturer, and all people in the chain of distribution of 
potatoes, its products and byproducts are denied the benefits of futures trading 
through any organized system, even through a cooperative organization. If a 
hedge or relief from a hedge be needed, each individual or firm will be put to 
the necessity of finding the right person at the right time to consummate the 
transaction or suffer the consequences of delay in a fluctuating market. 

We have heard convincing testimony to the effect that before the advent of 
organized and regulated futures trading in potatoes hedges were made by 
farmers through brokers and itinerants upon the basis of the payment of a smal! 
deposit which was forfeited by the buyer if the cash market broke against him 
at the time of delivery. These transactions, deplorable from the standpoint of 
uncertainty of performance, possessed ail the elements of futures trading upon 
a contract market without the advantages of flexibility, security of performance 
well publicized information of activities upon an open and free market and 
overall governmental regulation. 

There is nothing unusual in the legitimacy of a futures contract to deprive 
it and its makers of the constitutional protection given to all contracts under 
the freedom from impairment of obligation provision (Constitution of the 
United States, art. 1, sec. 10). And this protection cannot be circumscribed 
whether the contract be made on a street corner, in a plush office or on a con 
tract market. All contracts are executory, in one provision or another or there 
would be no need for a contract. A futures contract, as contemplated under 
the act, provides for the delivery and acceptance of delivery of a commodity at 
a price upon which earnest money is paid, at the time the contract is made, 
with consummation by delivery and payment of the balance of the purchase 
price deferred to a fixed future date. In what respect, then, does a futures con- 
tract differ from the run-of-the-mill varitey? Certainly, it is not the deferred 
delivery or deferred payment provisions which are present in cash commodity 
contracts. Might it be that the subject matter of the contract is not owned by 
or in the possession of the seller, as goods appropriated to the contract, at the 
time the contract is made? 

The Uniform Sales Act, adopted in practically every State of the Union and 
enforced by the United States courts as the law of the districts in which such 
States are located, provides as follows: 


“SECTION 5. EXISTING AND FUTURE GOODS 


“1. The goods which form the subject of a contract to sell may be either exist 
ing goods, owned or possessed by the seller, or goods to be manufactured or 
acquired by the seller after the making of the contracts to sell, in this article 
called future goods. 

“2 There may be a contract to sell goods, the acquisition of which by seller 
depends upon a contingency which may or may not happen. 

“2. Where the parties purport to effect a present sale of future goods, the 
agreement operates as a contract to sell the goods.” 

So that the goods, in any contract, need not be existing goods or goods owned 
or possessed by the seller. 

The transfer of commitments under future sales agreements do not single 
them out for special treatment under the law of contracts. All contracts for 
the sale of goods, fungible or not, are freely assignable and since the days of the 
old “law merchant” transfers of sales agreements were made by both buyer 
and seller at changing prices and at a profit or at a loss. 
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As a contract of ordinary garden-type variety what makes a futures contract 
for the sale of potatoes subject to legislative fiat that “thou shall not enter into 
such covenant” even under strict regulation? And what are the consequences 
of such injunction? 

It has been said, “A statute which is opposed to the spirit, intent, and purpose 
of the Constitution is as much within the condemnation of the organic law as 
through the intention to violate the Constitution were written in bold characters 
upon the face of the statute itself” (People ex rel. Beckerman v. Doe, 31 N. Y. 
Supp. 2d 217). One of the first principles to which 1 was exposed, back in my 
law-school days, was that the Constitution of the United States granted to the 
three branches of the Federal Government only such powers as were specifically 
enumerated ; all other powers and rights were reserved to the people and to the 
States. 

The power of Congress to legislate in the field in which we are presently inter- 
ested is derived from the commerce provision of the Constitution which states 
that “The Congress shall have the power * * * to regulate commerce * * * 
among the several States” (Constitution of the United States art. I, sec. 
8). The Commodity Exchange Act, in its own declaration of necessity, intent, 
and purpose, declares, “that such fluctuations in prices are an obstruction to and 
a burden upon interstate commerce in commodities and the products and byprod- 
ucts thereof and render regulation imperative for the protection of such com- 
merce and the national public interest therein” (Commodity Exchange Act, 
sec. 3). 

The right to regulate does not carry with it the right to prohibit, particu- 
larly, where the prohibition deprives the prohibited of a right guaranteed by the 
Constitution—in this instance, to enter into the obligation of a contract. If, as 
declared in the Commodity Exchange Act, Congress found that sudden or unrea- 
sonable fluctuations in price were the result of speculation, manipulation, or 
control the proper remedy for the mischief is not to ban all trading by those 
innocent or guilty of wrongdoing alike but to regulate the activities of the trad- 
ers by the imposition of effective controls, limitations, and safeguards. One 
doesn’t close a highway because some motorists are inclined to recklessness and 
disobedience. 

The inclination to excessive speculation, manipulation, and control is not en- 
couraged by or attracted to any particular commodity and is not of any per- 
manency. If it exists, it depends on the nature and proclivities of the individuals 
involved and, upon an open market, by its very nature, an excessive swing in one 
direction will surely invite counteraction in the other until adjustment and 
equalization are achieved. 

The Commodity Exchange Act states that transactions in prices of commod- 
ities on boards of trade are susceptible to speculation and that sudden or un- 
reasonable fluctuations in prices occur as a result of such speculation and there- 
fore the purpose of the act is to regulate excessive speculation. If, and it is not 
admitted, Congress has the right to prohibit futures trading, under the guise 
of regulation, and having declared in the act that all futures trading, on boards 
of trade, in all the commodities enumerated is a matter of national public inter- 
est because of susceptibility to speculation and manipulation, how can one now 
support the doctrine that as a permanent, unalterable, and continuing, day-to- 
day and year-to-year occurrence speculation in one of such commodities is a 
greater burden upon interstate commerce than any and all of the others 
warranting the death sentence for all time, to the one and reaffirmation of ap- 
proval to the others? Regulation of a condition upon a single and common 
declaration of necessity and purpose, under which power to legislate is assumed, 
requires the imposition of equal and like restrictions or the original declaration 
falls for inadequacy. 

Once having brought potatoes within the provisions of the act, so that they 
would be subject to the supervision and control of the administrators, does not 
now give the Congress the right to remove such commodity for such supervision 
and control on a contract market only to probfibit the making of certain con- 
tracts for the purchase and sale of such commodity which, save for the original 
treatment by the legislature, were free of all restrictions and control. A board 
of trade or a contract market is, in no sense, a public utility, to make it or its 
members, in law, subject to general governmental regulation. The Commodity 
Exchange Act does not pretend to regulate boards of trade or its members in all 
futures trading. Futures trading on a contract market is not subject to the 
provisions of the act except in commodities as to which it declares, “transactions 
involving the sale thereof for future delivery * * * are affected with a national 
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public interest” (Commodity Exchange Act, sec. 3). Can the Congress then bring 
all commodities under the act and thereafter prohibit futures trading therein 
on a board of trade as a regulatory measure? The regulatory powers under the 
act are thereby, and by the proposed amendment, changed from the legislative 
right, under the commerce clause, to direct how, under what circumstances, and 
under what limitations a future contract may be made on a board of trade to the 
summary right to prohibit the making of any such contract on a board of trade 
in any commodity. Actually, a sale for future delivery on a board of trade is 
not in and of itself interstate commerce. By regulating the making of such 
contracts, the Congress, it can be reasonably said, has acted to relieve a burden 
upon or obstruction to the flow of commerce but by prohibiting the making of 
such contracts—applicable to one or some of the commodities—Congress is 
reaching into each State where a board of trade exists and is curtailing the 
constitutional right to enter into the solemn obligation of contract. 

In the much quoted cases of Hill v. Wallace (259 U. S. 44) and Board of Trade 
v. Olson (262 U. 8. 1), both involving legislation affecting futures trading, the 
distinction between the right of Congress to regulate futures trading, of and in 
itself, as interstate commerce, and the right to regulate to relieve a burden upon 
or an obstruction to interstate commerce is clearly spelled out. In both cases 
the courts held, unequivocally, that futures trading, as such, is intrastate com- 
merce and Congress has no right to regulate any such intrastate activity under 
the commerce clause. If, then, Congress has no right to regulate such intra- 
state activity, it must follow that Congress has no right to prohibit such activity. 

On the other hand, the courts held that if the Congress, upon invesigation, 
found facts to establish that certain conditions resulting from futures trading— 
such as excessive speculation causing unreasonable fluctuations in price—are 
a burden upon or an obstruction to the flow of interstate commerce, then Con- 
gress, under the commerce clause, could enact legislation to regulate such con- 
ditions to remove the burden upon commerce between the States. Upon the latter 
ground, the legality and constitutionality of the Commodity Exchange Act were 
upheld in providing means, as recited in the act, to prevent “sudden and unrea- 
sonable fluctuations in the prices * * * [which] are an obstruction to and 
burden upon interstate commerce * * *.” The right to regulate the conditions 
resulting from futures trading does not give rise to the right to prohibit futures 
trading within the States. 

It is of utmost importance to note that the constitutional provision talks of im- 
pairment of the obligation of contract. Impairment, which is to diminish or 
whittle down, is not as extreme an incursion into regihts as to destroy or prohibit 
and yet the constitutional injunction addresses itself to the act of impairment. 
The subject of the legislative right under the police power of the State to im- 
pair (not to prohibit) the right of contract is fully discussed in Home Building & 
Loan Associaion vy. Blaisdell (290 U. S. 398). In that case the learned Justice 
Hughes, writing for the Court, concludes that legislation which impairs the ob- 
ligation of contract or otherwise deprives a person of his property can be sus- 
tained only when enacted for the protection of the lives, health, morals, comfort, 
and general welfare of the people and then only when the means adopted to se- 
cure that end are reasonable and necessary. 

I respectfully urge that the legislation now under consideration, which does 
not limit itself to impairment alone but also destroys the right of obligation 
of contract, is not essential in the protection of the lives, health, morals, com- 
fort, and general welfare of the people, is not a reasonable means to attain any 
such end, is sectional in its application, gives unequal protection and preferences, 
and is not regulatory in intent or effect, will not relieve any burden upon or 
obstruction to commerce between the States and, in effect, will be violative of the 
constitutional rights and will miliate against the general welfare of all the 


people. 

Mr. Grant. Mr. Rutland is next, Mr. Holly Rutland. Do you care 
to testify now, sir? ‘ 

Mr. Rurianp. May I have your indulgence to be allowed to talk 
extemporaneously ? 

If I may, I would like to tell my story extemporaneously. 

Mr.Grant. Youare from Maine? 

Mr. McIntire would like to introduce you. 
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Mr. McIntire. Yes, sir, Mr. Chairman. I would like to introduce 
to the committee, Mr. Holly Rutland.. It has been my pleasure to 
know Holly for many years. He has been active in the potato business 
both as a grower and as a shipper, and I am delighted that he is here 
to present to the committee his views relative to this legislation. 

SLO I think it would be appropriate for you to proceed as you 
WiIShk. 








STATEMENT OF HOLLY RUTLAND, POTATO GROWER, 
PRESQUE ISLE, MAINE 






Mr. Rurtanp. Thank you, Mr. Chairman and Mr. McIntire. My 
name is Holly Rutland, and I live in Presque Isle, Maine. I am here 
to follow up a telegram that I sent at the last hearing in which I ex- 
pressed concern over the steps that were being taken to prohibit trad- 
ing in potatoes on the mercantile exchange. I feel that the mercantile 
exchange, in growing and marketing my potatoes, is as necessary a too] 
as a tractor or any other piece of equipment. 

I can grow potatoes without tractors and we have done it for many, 
many years until they came in. I have also marketed my potatoes 
without using the mercantile exchange for many years, but since 
it has come into use, I do find it a useful tool, and one that I would 
dislike to have to get along without since I have been able to use it. 

I grow seed potatoes, and as a rule the activity in the seed potato 
markets are sporadic. There are times when we can sell seed and 
there are times when we cannot. It just happens that the time for the 
greatest demand for actual seed potatoes is in the spring. 

As you know, we have to sell potatoes in the fall and it is a long 
time from October until March. 

My financial commitments are such that I cannot always wait that 
long to sell potatoes. 

As a general rule, I start selling potatoes about the time I start 
marketing the potatoes, and my plans for marketing are largely gov- 
erned by the demand for the various types, qualities, and grades of 
seeds as I see it at that time. 

Some of the seed that I grow are quite highly specialized. By that 
I mean, limited quantity varieties, or limited quantity patch. For that 
reason it is difficult to sell those seeds on actual sales so far ahead of 
the time when they are needed by our customers for planting. 

For instance, this year I have Russet Rurals which is a limited 
quantity seed potato, There will be a demand for those next spring 
when the farmers in Pennsylvania and Long Island begin to plant. 
But in the meantime, I am borrowing money from the banks for finane- 
ing. And while selling futures on the board is not a requirement to 
establish my credit, I am practically always asked, among other things 
by my bankers, if I have made any future commitments, whether they 
are on the board or actuals, and the price at which these future com- 
mitments are made. : 

Naturally, there is no point in making future commitments either 
on the board or in actuals, unless the price is such that it will show a 
profit on planting of the potatoes. And when either actuals or the 
board are trading at figures which will show a profit, then, of course, 
we feel free to make commitments. 
13 
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There are many times when commitments for actuals on seed po- 
tatoes just simply cannot be made. 

So far I have not found when I cannot make commitments on the 
board. That is a primary reason I would say for my using the mer- 
cantile exchange in my selling operation. 

This spring before I started marketing potatoes I determined 
through my own judgment the number of potatoes that I felt that I 
could market with success this fall and next spring. I found that I 
could make commitments for, oo. 8, 25 percent of my intended 
marketing as actual sales, which | did. As the season progressed 
and the price of spot potatoes began to drop, it became more or less 
obvious that our plant in Maine was going to be substantially heavier 
than we had expected earlier, and I “began to have some misgivings 
about planting so many potatoes. However, I had actual commit- 
ments that I am going to have to meet next winter on potatoes. To 
meet that situation I felt that my planting should, perhaps, be re- 
duced somewhat, and I wish every farmer in Maine had felt the same 
way. 

To meet my actual commitments, I then stepped on the board and 
bought potatoes in a quantity that I thought would approximately 
replace the potatoes which I would not grow if I reduced my plant 
as much as I had decided to do. By doing this, I have actually re- 
duced the supply of available potatoes by “those few acres that’ will 
be planted in Maine this summer. 

However, so far as my own marketing program is concerned, I 
have not shortened my available stocks of potatoes to sell during the 
following winter. It merely means that my customers will get their 
potatoes just the same, even though they are specialized types and 

varieties of potatoes. But, I will not be helping to add to the sur- 
plus of potatoes as it looks now we may have in Maine when we dig 
this crop this fall. 

I think that if more of our farmers would give weight to the effect 
of their individual plant, on total production and would make their 
arrangements for supplying their customers by buying from these 
farmers, either directly or by board transaction, who do want to in- 
crease their acreage, we could stabilize our acreage perhaps much 
better than we have done. 

I do not know who is increasing their plants and I have no way 
of finding out. I do know that potatoes are available on the board on 
the November option now at prices which are actually cheaper than 
I can grow potatoes. And to me it sounds like hardheaded business 
to buy those potatoes which are being sold at a price cheaper than | 
‘an produce them to hedge my operation and keep my normal supply 
in sight for the coming year. 

It is true that the market may go down further, and I may lose 
money on these potatoes that I have bought on the board to supple- 
ment my production. But if I do lose money on those potatoes, I will 
lose substantially more on the ones that I ac tually plant. 

So my main object is to produce the type and variety of potatoes 
that my customers want without taking the financial risk that I am 
not able to take by producing the potatoes and then sitting on them 
for 6 months and taking the chance on the fluctuations of the market, 
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particularly in a year like this, when it looks as though in the late 
States we may have a few too many potatoes, 

Another reason I sell on the board at times is that I like to do what 
we choose to call orderly marketing. I am not very much of a gambler. 
It makes me shudder to think of putting 50 cars of potatoes in my po- 
tato houses in October and letting them stay until March without 
selling any of them. To be honest about it, my bankers would not 
like it, if I did. They give preference in credit to farmers who keep 
their pots toes moving, meaning stay in step with the normal con- 
sumption level. 

For instance, by the Ist of November I like to have a third of my 
potatoes committed. By “committed” I mean either sold actually, 
or else have a sale on the board which will establish a price on that 
quantity of my potatoes. By the Ist of January, I like to have half 
of them committed. By the Ist of March, I like to have them about 
all committed. 

The type of potatoes I grow I cannot ship at those times because 
my customers do not want them then. Long Island wants their po- 
tatoes in March. Virginia wants theirs in January or February. 
New England wants theirs in March and April. 

If I waited until I could make actual sales for prompt shipment ] 
would have all of my potatoes when spring came. 

I do sell potatoes, actual sales, during most months of the year 
to bona fide receivers who actually intend to plant those otal ace 
or sell them to their neighbor who will plant them. But since I can- 
not always do that, if 1 want to sell potatoes in November and no one 
wants to buy certified Katahdin potatoes in November, my only other 
recourse is to go to the board to sell. By selling that way, 1 have estab- 
lished the price. Then it makes no material difference when those 
potatoes are shipped. 

I usually sell on a contract which I think will correspond quite 
closely to the date on which I will find a demand for my actual po- 
tatoes. Then when the demand for my actual potatoes comes along 
[ will sell those potatoes to Rhode Island or to New Jersey or to Vir- 
ginia as the case may be. And when I make that sale, I buy these 
contracts back on the board. 

The price has already been established, and as to whether I have 
to buy those potatoes back on the board at $1 a hundred or $5 a hun- 
- is no real concern of mine because the price was established when 

I sold those potatoes on the board originally, and I know that in the 
final analysis that is what I am going to get when I actually ship the 

‘ar of potatoes. 

Naturally, when I sell potatoes on the board those transactions are 
made on the basis of on sight. It would be absurd for me to contend 
that I expected to deliver the potatoes that I actually have in my 
potato houses against those contracts, but there is many a slip betwist 
the cup and the ‘lip, and sometimes farmers in Maine will find that this 
seed that they planted with high hopes of having foundation seed 
to sell the following spring turns out to be table talk. When that 
does happen, if the situation requires, it can be delivered on the board, 
but in my particular case I never sell with the intention of shipping 
my seed potatoes to the board. My hope is, of course, to establish the 
price. Then when the trade wants my potatoes, sell my potatoes to 
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the trade and buy my contracts back to maintain the prices estab- 
lished. 

It isn’t necessary to have the Mercantile Exchange in order to oper- 
ate in Maine because they operated up there for nearly 100 years with- 
out it. We might say it isn’t necessary to have refrigerator cars to 
ship potatoes in because we shipped for many, many years in other 
equipment. But we find the cars that we are using now are better. 
We find that using the Mercantile Exchange, while it may or may not 
be better, no one can deny that it does supplement our former market- 
ing method and gives us a tool which we did not have before and 
let us do a more successful job in marketing than we were doing 
before the exchange came along. I do not feel that the exchange is 
perfect. I could make many criticisms. 

Mr. Hacen. If I may interrupt, you made a very ambiguous state- 
ment. You said “It may or may not be better.” Then you went on 
to say it is better. 

Mr. Rurianp. I said it may or may not be better, but it at least 
supplements the methods that we had been using and the aggregate 
result is better. That is what I intended to say. 

Mr. Hacen. You have some reservations, I gather, about. whether 
this is better than the situation that existed before the exchange came 
into being? 

Mr. Ruttanp. I made the statement that it may or may not be bet- 
ter because, frankly, its use is controversial. Its value is controver- 
sial. That is why we are here now. And I don’t feel qualified to pass 
definitely as to whether or not the Mercantile Exchange in itself is 
actually better than the ways we were using, or if it is the best method 
that we can find. However, using it in addition to the methods that 
we were using, the end result up to now has been better for those of us 
who do use it. 

Mr. Anrvuso. For want of a better method, it is the best method at 
the moment? 

Mr. Ruttanp. As of now it is, by using it to supplement our other 
methods that we use, giving us a better end result. 

Mr. Hacen. You say that it was better for those who used it but 
what you are not saying, you do not say that it is better for those in the 
potato business who do not use it. 

Mr. Rurtanp. Would you repeat? I didn’t quite follow you. 

Mr. Hagen. You made the statement that it was better for those 
who used the exchange but you made no observation about how it 
generally affected the potato business including the growers who were 
not in a position to use it or did not use it. 

Mr. Rutianp. No, I didn’t. And I said specifically for those who 
use it, for a purpose. It opens up a great field of discussion when we 
approach the idea as to whether supply and demand determines prices 
or whether the Mercantile Exchange determines prices. Frankly, I 
do not feel qualified, or rather may I put it this way, there are other 
people who have passed on that topic that I think are much better 
qualified than I to go into the technical details of that question. One 
person is Mr. Merchant of our Maine Experiment Station. He is a 
highly qualified economist and has gone into considerable detail on that 
in a publication that was released by the United States Department of 
Agriculture a few weeks ago. If I may, I would like to make the 
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observation that I think his thesis is very sound and I have a feeling 
that the publication deserves a great deal more consideration than it 
has received. Dr. Merchant is a State employee. He does not have 
any potatoes. I would doubt very seriously if he ever traded potatoes 
either actually or futures. And Dr. Merchant had no ax to grind. 
He was operating under the sponsorship of the experiment station, 
attempting to get facts. 

May I say that I think he did a beautiful job. 

Mr. Anruso. May I ask whether or not Mr. Merchant is a professor 
in the University of Maine ¢ 

Mr. Rutianp. I think he is. 

Mr. Granr. Are there any further questions ? 

Mr. Hacen. I have one more question. Is it your statement that 
you just grow Russet Rural potatoes ? 

Mr. Ruttanp. No, I mentioned that as one of the specialized seed 
varieties. 

Mr. Hacen. The Russet Rural is not traded on the exchange: is it? 

Mr. Rutianp. No. 

Mr. Hagen. So, really, your hedging operation bears no relation- 
ship whatever to the Russet Rural grower ? 

Mr. Rutianp. The only rel: ationship there is we had a previous 
hearing here and at the previous hearing Mr. Fred Worman men- 
tioned a case in point. He happened to use Russet Rural. And may 
I say that I think Mr. Worman was talking about a contingency that 
very well could come up in connection, maybe, with some of my 
potatoes. He mentioned, it is in the previous testimony, in Mr. Wor- 
man’s testimony here about receiving orders for highly specialized 
seed, that he had no idea where it w ould be located or who would have 
it. However, he would sell that basing his price on his knowledge of 
the premium that that particular type of seed would command when 
and if he did find it. 

Well, in my case, my Russet Rurals—I expect to enter them in the 
Florida test program and I hope to have foundation seed. I would 
never dare sell a car of Russet Rurals as foundation seed until I had 
those Florida tests back, which I get in February. 

I do not like to wait that long to sell potatoes. But I do know, 
approximately, what premium, what the premium would be on the 
Florida test, the Russet Rurals as against potatoes deliverable through 
the mere antile exchange. And by ‘taking into account the premiums 
which I would expect to have on that type of potato I would quote 
a price, and if the customer wanted to buy, I would sell them to him. 
But I would have to cover myself on the board unless I had actual 
potatoes to deliver. 

It is simply a matter of trading the average against the individual 
lot. 

Mr. Hagen. I may not follow you correctly—you could just as 

easily engage in hedging operation on the cotton exchange so far as 
Russet Rurals are concerned and accomplish the same results. 

Mr. Rutianp. That would hardly follow, because when the price 
of potatoes goes up you can put pretty much in any adjective you 
choose to select in front of that word “potatoes,” and you will find they 
are all going up. 
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If they go down, you will find the same thing is true there, meaning 
by that, if U. S. No. 1 Katahdins, on the Harlem River spot market 
drops 50 cents in a week, per hundredweight, you can well expect that 
the price on certified others on shipper’s waterside piers are going to 
drop approximately the same amount. 

Mr. Grant. Thank you very much for your statement, sir. 

Mr. Rutianp. Thank you. 

Mr. Grant. Next is Mr. Etscovitz. 

Mr. McIntire. I would like to introduce to the committee Mr. Etsco- 
vitz, of Houlton, Maine. Mr. Etscovitz is a native of my home county 
of Aroostook. He is a very valuable citizen of Houlton and has been 
associated with the farming industry for a long time, and I am very 
happy that he is here today to present his views to this committee on 
this legislation. 

Mr. Grant. Please proceed, sir. 

Mr. Erscovitrz. Thank you. 


STATEMENT OF MAX ETSCOVITZ, HOULTON, MAINE 


Mr. Erscovirz. Could I have your permission to stray from these 
notes ? 

Mr. Grant. Yes. 

Mr. Enscovirz. My name is Max Etscovitz, I reside at Houlton, 
Maine, and I operate two companies there—Houlton Motors, which 
sells General Motor trucks, Oldsmobiles, and Cadillacs; and Allied 
Sales, which handles De Sotos, Plymouths, and Willys Jeeps. 

I accept potatoes in payment for trucks and cars in my dealings 
with potato farmers in Aroostook County. I accept potatoes on the 
basis that I can sell them immediately on the board, giving me a solid 
basis for my operations. I think this will interest you members of 
the Subcommittee on Domestic Marketing because it shows how hedg- 
ing increases the farmers’ credit not just with banks but with mere hants 
as well. 

There is one highlight that I would like to bring out and I think 
that in Aroostook County we have approximately 4,000 potato grow- 
ers and the majority are what we consider small growers. They ‘prob- 
ably grow about 50 acres. They may not use the board to hedge on, 
but they do not have sources of information that. the larger growers 
and larger shippers have. This small grower with whom we do most 
of our business and who I believe is the backbone of our economy in 
the county, know in the morning when the board opens what they 
should get for their potatoes as far as the cash price goes. They do 
not sell today and a week later find out that due to not having proper 
information that they should have gotten more or less. When the spot 
month went off the board in May the average farmer didn’t know 
actually what he should get for his potatoes, and the price very quickly 
dropped to $2, and in some cases maybe they should have gotten $2.50 

or $3 and they had to sell and they took whatever they could get. 

If they had proper information and knew what the cash price should 
be, they would probably have gotten more and therefore I feel that 
the information that is given through that source to the average grower 
is quite important to the economy of our county, and naturally, it is 
important to my business. 
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If a grower agrees to deliver so many cars of potatoes in January 
for delivery in March, I sell an equal number of March potato future 
contracts. When the grower delivers those potatoes to me I imme- 
diately sell the actuals or the potatoes to a buyer or shipper, and simul- 
taneously lift the hedge. It is a washout deal, and I use the board on 
the transaction involving the sale of a car or a truck or other equip- 
ment merely as insurance not as speculation. 

Then in March I take delivery of the potatoes, lift the hedges and 
sell the potatoes at the market. Other merchants and such people as 
our potato processors in Aroostook County do the same, hedging them- 
selves against unfavorable price changes. I often accept potato future 
deliveries 6 to 8 months in advance of delivery date, giving the grower 
credit on which to operate and guaranteeing my profit, or consumma- 
tion of the particular deal. If you say I will take 500 or 1,000 barrels, 
that is a language that they understand and the business is transacted 
very easily. 

I have been in business for 25 years and always operated in this 
fashion. Before the futures board we did the same thing in another 
way, privately. With the exchange we get better results because we 
are guaranteed that the buyer will accept delivery. 

At the same time we are guaranteed that we will get our money. 

People used to give us $200 security but we were never sure until 
the last minute whether or not they would really take delivery of the 
cars. 

In my opinion—and this is just an opinion—the opposition to fu- 
tures trading stems from a small group who used the board wrong and 
who are acting for personal reasons, not for reasonable arguments. 

They became speculators and as producers they should not be spee- 
ulators. 

Mr. Grant. Thank you very much for your statement. 

Mr. Erscovrrz. Thank you. 

Mr. Grant. Our next witness is Mr. Dey. 


STATEMENT OF LAWRENCE DEY, POTATO GROWER, PRINCETON 
JUNCTION, N. J. 


Mr. Dry. We were rather pressed for time in preparing the state- 
ment; therefore, I changed some of the wording in the prepared state- 
ment. 

My name is Lawrence Dey. I grow 130 acres of potatoes in the area 
of Princeton Junction, N. J. I am not a member of the New York 
Mercantile Exchange but for the past 4 or 5 years I have used the 
exchange’s potato futures board as a hedge—as insurance, of a reason- 
able profit on a part of my crop. It has certainly worked out on the 
average, and helped me in my business. I do not pretend to be a finan- 
cial genius and it does certainly have merit, but I think futures trad- 
ing can benefit potato growers. 

For one thing the board generates interest in potatoes and gets 
people to invest money in the deal who otherwise might not do this. 
More important is the fact that it helps create a market for my pota- 
toes so I can sell out at a profit at some time other than the shipping 
season. Buyers are primarily interested in securing supplies at a 
low price. Speculators may help drive the price up for farmers. If 
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you sell at the right time it guarantees your profit. The trick is to 
find the right time, a time when the board price guarantees you a 
profit. 

At some time or other each year there is an opportunity to sell at a 
profit on the board. The unfortunate thing is that I can’t always take 
advantage of this key moment because at that time I may not be sure 
I am going to have a crop to deliver against my hedge sale. 

I want to be sure I’m going to have the potatoes to deliver before I 
go ahead and place my hedge. For instance, the price of next No- 
vember’s potatoes was $2.60 to $2.70 last spring, a price that would 
have meant a nice profit for me, next November. But I did not sell 
because I was not sure I’d make a crop to deliver, and if I didn’t I’d 
have to buy potatoes to deliver. 

If any one feels there are evils to a system such as futures trading, 
I can understand if they try to get them corrected, but I can’t under- 
stand doing away with the system. I certainly think that is a drastic 
thing to do and I hope it will not be done. 

With futures euding, I have a chance to sell “gi of my crop over 
a greater period of time, than is offered by actually selling just during 
the shipping season. Futures trading also provides me an opportu- 
nity to sell large quantities of potatoes which would be physically 
impossible to lose in a short time which I might consider to be right 
pricewise. 

In conclusion, I would like to state that if one feels there are evils 
to a system such as futures trading, I can understand if they try to get 
them corrected and I think correction should be made. But I can- 
not understand doing away with the system. I certainly think that 
this is a drastic thing to do, and I hope it will not be done. 

Mr. McIntire. Do you have storage in New Jersey for part of 
your production ? 

Mr. Dry. Yes, I personally have. 

Mr. McIntire. Would you suggest a change in the regulation and 
permit delivery of New Jersey potatoes ? 

Mr. Dey. I do not know the technical difficulties that might be en- 
countered, if that were done. On the surface it sounds good from my 
standpoint. But actually, the New Jersey market does fluctuate 
about the same as the Maine market does, in other words, if Maine goes 
up, New Jersey will go up or vice versa. I thnik the technical diffi- 
culties in administering the thing because of our shipping to many 
areas from many points also because of our relatively small quantities 
might make it impracticable. 

Mr. McIntire. As you operate, you are not able to deliver any of 
your own potatoes ? 

Mr. Dey. No, I can’t deliver any of my own potatoes. 

Mr. McIntire. So you use it strictly as a hedge ? 

Mr. Dry. Yes. 

Mr. McIntire. You are never at any moment in a speculative posi- 
tion ? 

Mr. Dey. I cannot honestly—I do not intend to be—that is right, 
I don’t intend to be. 

Mr. McIntire. Do you think that it would be of material advan- 
tage to permit delivery other than Harlem River, the one location ? 
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Mr. Dery. On the surface of that question, I think Harlem, from my 
knowledge, I think Harlem River, probably, is not the ideal place to 
deliver. If it were technically possible, maybe and f. 0. b. delivery 
in Maine which would give a broader play on the market. I under- 
stand next year they are > planning on delivering Novembers in Boston. 

Mr. McIntire. One month ? 

Mr. Dey. One month, I think that is probably the step in the right 
direction, enable potatoes to be fanned out over the country in a more 
practical manner than shipping to just the Harlem River. 

Mr. McIntire. Can you give an opinion whether or not deliveries 
should be made from storage in New York? 

Mr. Dey. I think I would be against that. 

Mr. MoeIntire. That is all. 

Mr. Grant. Thank you very much. 

Mr. Dry. Thank you. 

Mr. Grant. Next is Mr. Smith. 

Mr. McIntire. I am delighted to have the privilege to present an- 
other citizen from the State of Maine, Bernard Smith of Mars Hill. 
Mr. Smith comes associated with a family of Smiths that have been 
prominent in the potato business in his area for many, many years. 

Bernard, we are delighted to have you here to express your views 
on this legislation. 


STATEMENT OF BERNARD SMITH, POTATO GROWER, MARS HILL, 
MAINE 


Mr. Smiru. I farm 125 to 150 acres a year in the Mars Hill area of 
Maine. It varies according to my peak crop and oats and what not. 

I have used the mercantile exchange as a hedge a good deal the past 
Sor 6 years. I have averaged out well when I have used it as a hedge, 
especially this year because growers could sell this year a dollar or so 
over cash market prices. 

When you neon your crop to an individual buyer in the country, 
you are never really sure he'll take it. If the price goes down he may 
never anes an to take delivery. When you sell on the board, you are 
sure you'll get your price. 

This year that has been a very good hedge because of the margins 
of price over the cash market. And I do not like to use the board 
to actually deliver my potatoes. I like to have it to insure that I 
will have a chance to get that particular price, and the cash market 
is much better at that particular time of delivery than the board is, 
usually a quarter better anyway, so I usually plan to deliver that into 
the cash market. 

Another thing, quite often even when the price is right we like to 
sell a good block at once to insure our getting a good price for part 
of thecrop. You cannot do that so well with individual buyers. Some- 
times we don’t get an outfit that is too dependable to pay you all of 
your money. With the board you are sure that you are going to get 
your money if you sell at that price. 

Those are some of the reasons I have for liking to use it. And the 
banks back up these hedges, and I do not do so unless I see a profit. 
I am not selling potatoes on there just to hedge them. 
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I would like to mention I did talk with some of the boys in Idaho 
one time a while ago, they didn’t like their exchange. They didn’t 
do any business. That stopped the exchange. We can do the same 
thing here if we don’t like it. Just stop trading on it. To the extent 
of the volume of trading on the New York exchange I think more 
people like it pretty well. That is about all I have. 

Mr. Grant. Thank you very much. 

Mr. Hagen. I would like to ask a question. You made a very 
significant statement, the same as one of the previous witnesses made. 
You stated, “I have averaged out well.” 

That implies that there are years when you do not do so well on 
hedging ¢ 

Mr. Smrri. The potato deal is a gamble anyway. I don’t hedge 
unless I can see a profit in it. I have aver aged pretty well on the 
hedge. I don’t hedge everything. I hedge enough to cover fertilizer 
occ casionally, and when I see a good price that is a good chance to take. 
You cannot always tell about it. When potatoes aree $5 a barrel or $3 
on the mercantile that is a good hedge. That is when people will start 
hedging. They won’t start. hedging selling it at $2.25 in November. 

Mr. Hacen. In other words, if the offering price is too low no offer- 
ings are made by growers. 

Mr. Sairn. If the pr ice is not to their liking they won't take it. 

Mr. Hacen. If it isn’t sufficient, plus a profit, you won't offer pota- 
toes ? 

Mr. Smirn. No. 

Mr. Hagen. That is always true. 

Mr. Smiru. There would not be any point in selling at a loss too 
much until you had to and maybe wait until spring. 

Mr. Hacen. You say you never sold on the futures contract at a 
loss ? 

Mr. Smiru. Well, not my complete business—that is apt to be at a 
loss, but I mean on the trade that I make is usually a hedge deal that 
shows a profit. At the actual time of delivery, and buy the hedge 
back and ship it out on the cash market which is usually a quarter or 
hundred better at the time of delivery, better than the mercantile. 

Something else: I do not like to see this stuff in storage being de- 
livered down there against us. That is quite a depression. I like to 
see it moved out of there. The only stuff that could be delivered 
is out of Maine. 

Mr. Hagen. Now you are complaining about the current practices 
at the exchange? 

Mr. Smiru. In that particular instance, yes, the storage problem. 
That acts as a depressant quite a bit. 

Mr. Hagen. You also refer to the poor situation when you deal 
with individual buyers. I don’t know the situation in Maine but in 
California they have pretty rigid laws protecting the seller of farm 
products in dealing with purchasers. If a professional buyer did 
operate it would not be very long, if he failed to live up to his com- 
mitments in dealing with the farmers; in California that is taken 
care of, and it should be by Maine law. 

Mr. Smrru. You can put a man out of business pretty quick—that 
does not help your pocket. 
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Mr. Hacen. In California we have bonding requirements for those 
people. 

Mr. Situ. There are not too many people that you can sell to in a 
large block and make sure of your money if the market isn’t the 
right way. There are some that are spotty. You have to know who 
you are dealing with. 

Mr. Currrorp McIntire. I am quite sure, Mr. Smith, you don’t 
want to leave the impression, at least, I would not think so, to leave 
the impression that there is any substantial volume of transactions, 
on the cash market, which involves a default on the part of the buyer? 

Mr. Smirn. No, I don’t mean to leave that impression. 

Mr. Cuirrorp McIntire. Your statement here would leave a broader 
impression than I feel to be so from my personal experience; that is, 
that by and large everything that is sold is paid for? 

Mr. Smiru. That is true. 

Mr. Cuirrorp McIntire. By and large defaulters represent only a 
very small part of the total group. 

Mr. SmirH. Not too many people want to put a large amount of 
money into a block of potatoes. I mean, they will do it, but the easy 
way to make sure that you are going to get your money is to sell it 
on the hedge. You know that there is no problem there with anybody. 

Mr. Grant. Thank you very much. 

Next is Mr. George Philbrick. 

Mr. McIntire. I am happy to introduce to the committee Mr. 
George Philbrick. It has been my pleasure to know Mr. Philbrick 
over many years, and I am acquainted with his operation. And he has 
a very sizable operation in Maine not only in relation to the growing 
of potatoes but he has, also, a sizable interest in potato starch manu- 
facturing, both in Maine and in Long Island. We consider him a 
very capable and very honorable operator in our area, and we are 
very happy that he is here to express his views to the committee. 

Mr. Grant. Please proceed, Mr. Philbrick. 


STATEMENT OF GEORGE PHILBRICK, FORT FAIRFIELD, MAINE 


Mr. Puirreick. These notes were given over the breakfast table in a 
hasty fashion, and I would like to do them more or less as off-the- 
cuff. 

I have been farming since 1946. TI have been growing anywhere from 
100 to 205 acres of potatoes. It has been my practice for the last few 
years to hedge enough potatoes in the spring of the year to cover the 
cost of fertilizer, spray materials and the seed. 

I usually hedge for the month of March. There have been times 
when I have purchased potatoes on the mercantile exchange for 
speculation to increase my long position of actuals, but by and large 
I have hedged potatoes in the spring and bought them back during the 
delivery months and shipped them out on the cash market. 

I was in the automobile business for 5 years, and also used the mer- 
‘antile a good deal the same way as Mr. Etscovitz testified, taking 
potatoes from the farmers at the exchange price on the day of the 
trade, and when the potatoes were delivered, shifted my hedge on the 
exchange simultaneously and sold the potatoes to the market. 

I would like to make a few comments here. 
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Speaking as to who the traders are on the exchange, it was men- 
tioned in previous testimony, I believe, that most of the traders on 
the exchange are people that are large dealers or traders. That would 
not necessarily indicate that the small av erage farmer was not using 
the exchange. Many times the small farmers go to these large tr: aders 
and make deals with them which they in turn use the exchange to 
hedge on whereas possibly it originated with the small farmer. 

Contrar y to McIntire’s statement to the previous witness, there were 
three individuals in our State back in 1952 and 1953 purchased and 

failed to take deliveries of over a million dollars’ worth of potatoes in 
the spring of the year due to a price collapse. That did hurt a good 
many growers very badly, in those three instances. 

That is not the rule of thumb by the way, but it does happen oc- 
casionally. Of course, that would not happen if you had sold on the 
futures market. 

Banking people up in the county are becoming more and more 
familiar with the hedging operations in New York to the exchange, 
and they are encouraging growers to hedge from 20 to 30 percent ‘of 
their crop in the early ; summer or spring months if it is able to do so at 
a profit or break even. 

Usually when the month of delivery comes, you can buy your po- 
tatoes back from the board and ship them on the actual market with 
about a 20 cent gain over your original sale. In other words, if you 
sold potatoes for - deliver y in March, that would be about $3 a hundred- 
weight when March comes, the market usually is about 20 cents above 
your cash market, that is the exchange. So it gives you a chance to 
pick up about 20 cents there to help offset some of the carrying charges 
of the hedge during the previous months. It is only natural that the 
exchange would be about 20 cents below the current market other- 
wise they would be all shipping to the exchange. 

I am opposed to the delivery of potatoes on the exchange from stor- 
age in New York. I think that is something that should be corrected 
and probably will be corrected. Iam in favor of the delivery of pota- 
toes in such points as Boston, or Harlem River, to be delivered in rail- 
road cars only. 

Mr. Rutland’s testimony I think gave the committee a pretty good 
understanding as to how it is possible to use the exchange and I be- 
lieve Mr. Rutland has a good understanding of how to use it. 

The situation with regard to the exchange creates long interest 
the potato market and it brings together a lot of information that is 
passed back to the dealers and growers of potatoes. It keeps them 
very well posted on the market conditions. And I believe that during 
this past season if we had not had the exchange the prices in the country 
would have never gone as high as they did. I believe that the specu- 
lation was responsible to a large degree for the price going so high. 

I would be opposed to allowing potatoes from New Jer "sey ‘and Long 
Island to be delivered on the board for the reason of their adv: antage 
in regard to location. I believe that if other potatoes in Maine are 
allowed to be delivered on the New York Mercantile Exchange that 
the exchange would have a tendency to have even lower prices than we 
have had now because of their freight advantage. In other words, 
the potatoes, from Maine delivered to New York, pay $3 a hundred- 
weight; the same potatoes grown on Long Island and New Jersey de- 
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livered to the exchange, could be delivered 75 cents a hundred cheaper, 
thereby creating a bad situation for the fellows in Maine. 

I think that the Maine boys are better off having only the Maine 
eligible for delivery because of the freight disadvant: ige in Maine. 

I think the exchange is beneficial if use ed correctly and not a place 
to go and gamble. 

1 thank you very much. 

Mr. Grant. Are there any questions / 

Mr. Anruso. Just one brief question. The upshot of your testi- 
mony is that you have used the exchange as a form of insurance, is 
that right ? 

Mr. Puimsrick. That is correct. 

Mr. Anruso. You want to be sure that your fertilizer, spray ma- 
terials, and seeds were paid for, and that you could do that right at 
the beginning of the planting, can you not! 

Mr. Anruso. You have that insurance which is available to you in 
no other form, isn’t that correct ? 

Mr. Prasrick. That is right. 

Mr. Anruso. And that : applies to all farmers, does it not ? 

Mr. Puitsrick. Yes, the people that contract and hedge ahead for 
potatoes now are so far and few between. They are not interested 
in contracting—the cost of production nowadays as they used to be 
10 or 15 years ago—because of the high increase in the cost. Years 
ago they used to be able to contract for a dollar a barrel and have 
a reasonable assurance that they would get back the dollar, but now 
it costs over $2 a barrel and very few fellows are willing to put up 
twice as much money to buy a barrel of potatoes as they “used to be. 

Mr. Hagen. Are there not some potato growers who finance their 
own operation with their own canine 

Mr. Pimierick. Yes, large potato growers do finance, and of course 
they are able to finance their own operations, and are inclined to hedge, 
as I have done. Even though they are financially able to stand a 
severe loss, they prefer to cover up on those 3 or 4 large items of ex- 
pense in connection with growing the potatoes and they do it year in 
and year out, and you will find that they have been more successful 
than the fellows who have attempted to hedge. 

Mr. McIntire. What months do you usually use mostly for hedg- 
ing? 

Mr. Puiterick. Usually I use March. 

Mr. McIntire. When can you begin trading in the March con- 
tracts ¢ 

Mr. Puiterick. In the past 2 or 3 seasons, I usually hedged in the 
previous April or May, for the following March, either myself di- 
rectly or through some other trader. 

Mr. Granr. Thank you very much. 

Mr. Anrvuso. We have papers to be inserted into the record, I 
understand, from Mr. Francis Reardon, Mr. Louis A. Wesnofske, and 
Mr. John Quincy Adams. 

Mr. Grant. All of those without objection will be made a part of 
the record at this point. 
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(The statements of Mr. Francis Reardon, Mr. Louis A. Wesnofske, 
and Mr. John Quincy Adams, are as follows :) 


STATEMENT OF JOHN QUINCY ADAMS, PRESIDENT, MANHATTAN 
REFRIGERATING Co. 


My name is John Quincy Adams. I am president of the Manhattan Refriger- 
ating Co., Manhattan; Union Terminal Cold Storage Co., Inc., Jersey City; and 
Bronx Terminal Annex, Bronx, N. Y., with headquarters at 525 West Street, 
New York City. My testimony pertains to the storage phase of the New York 
Mercantile Exchange’s potato futures contract. This year there has been, as 
everybody knows, a decided oversupply of Maine potatoes. In a year of such 
heavy surplus, something must be done with those potatoes which cannot move 
at once into retail outlets. Our storage facilities are set up to comply with 
this need. 

Provisions for delivery of Maine potatoes on contract in storage have been in 
the rules of the New York Mercantile Exchange since Maine potato futures trad- 
ing started in 1941. They have never been changed. 

Much confusion was caused this year from Maine because people there tried 
to disqualify storage potatoes from delivery, thereby restricting available sup- 
plies for delivery and thus affecting the price of potatoes. This was done de- 
spite the fact that these potatoes were delivered into storage in good faith under 
exchange rules that have been in effect for 17 years. The exchange was even 
dragged into court to defend its rules but the exchange successfully defended 
the sanctity of its contracts. 

Ever since there has been futures trading in potatoes there has been a pro- 
vision for delivery in storage, and there have been storage warehouses ap- 
proved for such delivery. I have here two copies of the exchange’s annual direc- 
tory, one for 1957 and one for 1958. Each lists approved warehouses for deliv- 
ery of potatoes as well as rice and other commodities. You will find such a list 
in every directory going back to 1941. 

The provision for delivery in storage are clearly spelled out in Marketing 
Research Report No. 241, just published by the United States Department of 
Agriculture: 

“Delivery also may be made in exchange-approved publie cold-storage ware- 
houses in Greater New York City except Staten Island (known as the Borough 
of Richmond). Alternatively, delivery may be made in exchange-approved 
public cold-storage warehouses in Jersey City, N. J. However, potatoes deliv- 
ered in approved warehouses must carry storage-in-transit privileges as per- 
mitted by the railroads.” 

This year storage deliveries were common and necessary in order to preserve 
the high quality of the potatoes delivered and to keep the Harlem River yards 
open for new deliveries. This has not been a common practice but as I have 
mentioned this was an unusual year, one where supplies were too heavy to go 
into consumption smoothly and without interruption. With the flow of potatoes 
into storage, the Harlem River yards were kept open successfully, so that de- 
spite the many rumors circulated in Maine and the frantic and ill-conceived 
activities of many people, there was never a time when delivery of potatoes was 
slowed down by crowding. 

I have heard that at one time this year frantic wires were sent out from Maine 
to the ICC complaining that cars of potatoes were backed up to New Haven. 
These wires were sent out by responsible men and I can only say that they added 
seriously to the confusion and misinformation of Maine growers. Arrivals and 
storage of Maine potatoes went smoothly this year and I think it is a tribute to 
the New York Mercantile Exchange, to the railroads and to the public cold- 
storage warehouses that despite all the rumors and effort at obfuscation and 
confusion, the handling of the arrivals and deliveries went off with consummate 
efficiency, smoothness, and success. 

I should also like to mention the perishability of potatoes. It has been men- 
tioned by proponents of this bill that potatoes from Maine last only a few months 
in storage—3 or 4. Potatoes can be stored from year to year with complete 
success, holding them from one crop year to the other. I think the interests of 
the Maine industry are ill-served by Maine people who testify as to the high 
perishability of their State’s crop, since much of what was harvested last October 
is still in storage today looking for buyers, 8 months later. I am informed there 
are over 2,500 cars still in storage in Maine to be sold during the early summer 
months. 
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I am here as a free agent, gentlemen, of my own free will, speaking in defense 
of a segment of the food industry which I believe is suffering from undue haras- 
ment and which has been so suffering for some years, under constant threat of 
extinction in a manner contrary to our true American beliefs in free enterprise. 
I am chairman of the Coordinating Committee of the Food Industries and in 
relation to these duties I have a deep interest in the orderly marketing and 
distribution of foodstuffs. In my job of running a cold-storage enterprise, too, 
I am very close to the problems of the growers who deliver their product to us 
as well as the consumer who ultimately purchases this product. I think that 
the New York Mercantile Exchange most effectively serves the interests of all 
groups concerned and deserves much praise for its services rather than this most 
unjust threat of obliteration. 

JUNE 18, 1958. 


STATEMENT OF LouIs A. WESNOFSKE, HICKSVILLE, N. Y. 


My name is Louis Wesnofske, of Hicksville, Long Island, N. Y. I am a dealer 
who handles potatoes for growers along the eastern seaboard. My family is 
extensively engaged in growing potatoes on Long Island. I would like to em- 
phasize that I also was a grower of several hundred acres up until recently. 

In this connection seed sales to growers are an important phase of my business. 
Hedges properly placed on the New York Mercantile Exchange give me price 
protection so needed in the potato business where profit margins are so narrow. 

In order to provide a fluid market to my growers it is necessary for me to 
buy potatoes, from time to time, before I have sold them. Through a hedge sale 
on the exchange, I am able to pay the grower more money than otherwise. If 
I didn’t hedge these potatoes I would be forced to either refuse to buy potatoes 
until I had them sold, or I would pay a very low price to protect myself against 
adverse price fluctuations. 

As soon as a buyer for the cash potatoes is found, the hedge is lifted. Again, 
distributors and exporters want future offerings of actual potatoes. Here again 
I am forced to buy in the board to cover such sales. Cash purchases of the 
actual are later made, as supplies are available, to cover the hedge. This pro- 
vides me and other shippers with the flexibility needed to move surplus potato 
crops. 

Kortunately, the exchange is providing facilities that make it possible to sell 
seed year round. It gives us the opportunity to service our growers and yet 
provide outlets for Maine seed. 

We purchase contracts on the exchange to cover these sales. As Maine grow- 
ers offer seed for sale, we are able to buy from them in larger demand to cover 
hedge transactions. If we didn’t have the exchange to hedge seed sales many 
months in advance of actual offerings, we would be forced to go to Canada or 
pass up the trade. 

Let us stop for a moment and examine the various functions that the exchange 
performs for the potato industry. 

First, it provides price insurance against adverse price fluctuation. This type 
of hedging gives all of us an opportunity to concentrate on marketing potatoes, 
and forget the worries of price fluctuation. 

Secondly, the price-registration feature is of tremendous value to all. Through 
the exchange, everyone in the industry knows values and price opinions as ex- 
pressed by the trade from coast to coast. 

Thirdly, the value of the exchange in assimilating and distributing informa- 
tion to the trade is tremendous. Its value has never really been assessed. How- 
ever, more and more persons in the potato industry are looking to this source for 
factual data on track holdings, shipments, reports on crop estimates, and con- 
ditions. 

Now, let us examine the credit function. Many growers could not plant so 
extensively without loans collateraled by potatoes hedged on the exchange. We 
know that we cannot deliver Long Island potatoes on the New York Mercantile 
Exchange. However, the price ratio remains the same and reflects the national 
opinion of value. 

The New York Mercantile Exchange reflects market conditions throughout the 
industry rather than create those conditions. The important thing is to separate 
cause from excuse. 

We, in Long Island, have been envious of the multi-million-dollar value of 
publicity given Maine potatoes through the country by the NYME. On numerous 
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occasions we have asked the exchange to have a Long Island contract in addition 
to any other contract they may desire. We would like to share in the million- 
dollar advertising that accompanies futures trading. 

Too often the exchange is given as the reason for cash fluctuations in the 
industry, when in reality it is the excuse, not the cause. In our considerations 
here we must not let emotions motivated by selfish interest destroy something 
that is helping the industry. 


STATEMENT OF FRANCIS REARDON 


My name is Francis Reardon. I am primarily a potato distributor with my 
headquarters at 17-19 B. & M. Market in Charlestown, Mass. I have an interest 
in 3,500 acres of potatoes in Maine, North Carolina, Florida, Virginia, and Dela- 
ware. My interests in Maine are substantial, both in acreage and in ware- 
houses. I have been in the Maine potato deal as a grower, shipper, and dis- 
tributor for over 30 years. My experience started long before there was any 
such thing as an organized futures market in Maine potatoes. I was one of the 
largest buyers and sellers of Maine potatoes for future delivery before there 
was an established futures board. Since the establishing of the New York 
Mercantile Exchange I have found it to be a most practical and unbiased way 
to sell and hedge Maine potatoes. I have found it most beneficial as have other 
potato growers in Maine because of the guaranty the exchange gives that both 
parties will live up to their commitment when the time comes for delivery by 
the seller and acceptance of delivery by the purchaser. 

When people say that the $200 that used to come to them and that now they 
pay out this amount as margin instead, they are being most shortsighted. They 
should look on this as bookkeeping. The important thing is the amount of profit 
per car the grower or shipper has at the end of the year, (not what mechanics 
he goes through during the season). We change methods of growing and we 
change methods of marketing, if we wish to be progressive farmers. Farmers 
who use the right seed, spray, and fertilizer now can get twice the production 
per acre they did a few years back. In the same way a grower who uses the 
mercantile exchange boards properly can insure his price in a way that was 
impossible a few years ago. 

Also with the futures price as a guide, I’d say farmers have come out of the 
dark ages on marketing. With good crop reports and the futures price to go 
by, a farmer who uses his head can come out with a profit much more easily 
than before. 

There is one thing I think that has been overlooked to a large extent this year 
in relation to the Maine deal. Maine’s crop ended up being much bigger than 
expected for several reasons: there was a good deal less shrinkage than last year, 
there was much less diversion to starch plants, and there were huge imports 
from Canada that helped prevent the expected shortage. From October 25 
through the end of April, imports from Canada were almost 4 times the im- 
ports of last year—last year’s total was 758,000 hundredweight and this year’s 
2,368,000 hundredweight. This happens whenever there is a dollar or more 
differential between the Canadian price and the Maine price. 

For 61%4 months this year the futures board offered growers most remunera- 
tive outlet for their potatoes. The spread between cash and futures allowed for 
real profits and added thousands of dollars of income to growers who used the 
board. I do not see why the growers who want and need this hedging medium 
should be deprived of it. I think what is needed is more education so growers 
who don’t use the board will get to understand it and use it for their protection. 


JUNE 18, 1958. 
Mr. Grant. We will now be glad to hear from Colonel L. Brown. 


STATEMENT OF COLONEL L. BROWN, AGRICULTURAL WRITER AND 
CONSULTANT 


Mr. Brown. My name is Colonel L. Brown. I am an agricultural 
writer and consultant to several firms and publications. My work 
is confined primarily to fruits and vegetables. I have been engaged 
in this work for nearly 40 years. 
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I am also crops and markets editor of the Produce News, a weekly 
fruit and vegetable trade paper. In addition, I write and publish 
the Weekly Information Letter for a selected list of firms in the 
United States, Canada, and England. 

In my early days, I lived on a farm and have actually planted, 
cultivated, sprayed, and harvested potatoes. I have never traded in 
potatoes or any other commodity, either on the New York Mercantile 
Exe ‘thange, or any other exchange. 

Potatoes are our most important vegetable crop. They are grown 
in every State in the Union. In one section or another, potatoes are 
being harvested every day of the year, thus the supply is constantly 
changing. So many shipping sections are involved that there are 
almost daily changes in the supply situation, and hence in prices. 

Maine potato prices fluctuate from time to time during the market- 
ing season. During the past 19 years prices have shown a sizable 
range in every instance. Thus, price fluctuations this year are not a 
brandnew thing. Prices have shown big fluctuations in other seasons, 
too. 

It is plainly evident that the fluctuation in price of a given perish- 
= commodity occurs regardless of whether or not that commodity 

traded on an exchange. 

oe example: The Arizona spring lettuce season began in early 
March and has continued up to the present time. During that period 
the price changes have been more numerous and much wider percent- 
agewise, than the price changes in the May option of May potatoes. 

Prices of some other stores commodities fluctuate more widely than 
potatoes on occasion. For example, during the season of storage cab- 
bage in western New York beginning November 1957 and ending in 
early March 1958, prices to growers ranged from $20 per ton up to 
$110 per ton, a variation of $90 per ton in a single season. After the 
storage season began, the supply picture was greatly altered by the 
bad weather in Florida and Texas. 

From one season to another, prices of a commodity may show great 
variation. 

For example: California celery in the Venice-Oxnard-Orange 
County area sold at $5.75 to $6.25 per crate during May this year: 
during the same period last year it brought only $2.75 to $3.50 per 
crate, or about one-half as much. 

The reason for this year’s much higher prices was that production 
Was t ae 33 percent less. 

All of the examples given here are of commodities that are traded 
in an open or unorganized market, and not on an exchange. 

It is plainly apparent that an open market is no safeguard against 
fluctuations in price of a perishable crop. 

Fluctuations come not from the method of buying and selling but 
from the constant changes in supply and quality, and the effect thereof 
on demand. 

Let us review the Maine potato season that is just closing. It 
started out with what appeared to be a moderate crop, smalier than 
the crop of a year ago, but larger than the crop of 2 years ago. On this 
basis, it might have been expected that prices would fall somewhere 
between the levels of the two previous seasons. 
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It was anticipated that starch factories would take about as many 
potatoes as they did last year. A diversion to starch this year by 
Maine growers of the same percentage of the crop as last year would 
presumably strengthen the market. 

Quality was much better this year than last, and this could have been 
expected to increase consumer favor. However, because of the better 
quality, growers elected to hold back more potatoes for fresh market 
instead of sending them to starch factories. 

The result was more potatoes available in Maine than was generally 
realized. , 

In Maine and in the Northeast generally, including the New York 
City trade, the prevalent belief this: year was that Midwestern potatoes 
were in short supply, especially in the Red River Valley, and that this 
would draw large quantities of Maines into the Middle West. 

Red River growers and shippers did nothing to discourage this 
belief. 

The season moved along, and reports from Maine were all opti- 
mistic. The idea was that potatoes were of fine quality, were enjoying 
favorable consumer reception, and were moving at a comfortable rate. 

The inference one drew from this information was that all the 
potatoes in Maine were needed, that indeed there might be a shortage. 
During March this belief gained many adherents, and the wholesale 
and retail potato trade bought for requirements anticipated from this 
information. The result was very heavy March shipments from Maine 
which seemed to be a very encouraging sign. Buyers put potatoes 
in storage to hold for a few weeks, just in case a shortage should 
develop. 

Soon, some of those potatoes began to develop defects, buyers no- 
ticed too, that they could still get all the potatoes they wanted from 
shipping points. 

Thus, a number of buyers began to unload the stored potatoes, and 
demand fell off accordingly. Fewer orders came to the shipping 
points, and prices soon began to ease as the volume of shipments de- 
creased. 

By this time it was becoming evident that the supply situation was 
somewhat different than estimated earlier. Midwestern supplies 
were not as short as had been depicted. It also became evident that 
Maine was not short of potatoes—it was possible to get any supplies 
needed. 

Another factor that became evident was that in California and the 
Southern States spring crops were going to be better than was esti- 
mated earlier. 

The Hastings, Fla., crop survived a cold and rainy winter and came 
up to reasons ably good stands. 

Later on, the heav y rains did not finish off the Hastings crop be- 

cause of excellent field dr ainage. 

The ¢ ite that was expect ted to be a near failure, turned out merely 
to be delayed. Kern County, Calif., feared the loss of much of its 
crop, but the weather cleared and the crop prospects improved greatly, 
all in a few days time. 

It was merely a case of having grown the crop with natural rainfall 
instead of with irrigation. 
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Southern Alabama, another important early producer, also came 
through better than expected. Thus, from May 15 onward, the pros- 
pects ‘for spring potatoes were not greatly below normal. 

Now, Arizona has a larger acreage of early potatoes than in the past, 
and will be coming into market at the same time as will F lorida, 
California, and Alabama. 

All four of these early States are ov erlapping with the latter part 
of the Maine season. The combination of increasing supplies of 
spring crop potatoes, plus ample supplies in Maine, means plenty of 
potatoes for the next few weeks. 

One very noticeable change in the Maine potato movement this 
year is the much smaller diversion to starch factories. Many of the 
potatoes that in previous years had gone to starch factories actually 
were good enough quality for fresh market. However, the total dis- 
appearance of potatoes as measured by combined rail and truck starch 
shipments, shows a smaller movement than for the two previous sea- 
sons. That holds good right up to date. 

It is apparent that the fresh poner has not been able to absorb 
all of the Maine table stock that has been available. There is a limit 
to how many fresh potatoes Maine can ship in a year. 

In any year that Maine has a crop of 40 million hundredweight, 
and the starch diversion is only 10,000 cars, or 4,500,000 hundred- 
weight, there is likely to be some surplus, and some trouble price- 
wise, 

When the Maine crop is 40 million hundredweight, about 10 million 
must be diverted to starch or livestock feeding. 

The fact is, that Maine is consistently producing more potatoes than 
can be sold in ordinary market channels. 

The volume of marketable potatoes could be reduced some by 
stricter grading, but the quantities removed would not be great enough 
to effect much change. 

The grading of Maine potatoes has shown marked improvement in 
recent years, insofar as outward appearance is concerned. The sizing 
is good, off-shaped potatoes are culled, and noticeably blemished speci- 
mens are eliminated. This is all a step forward in marketing potatoes, 
but it is not a complete answer. 

Relatively little attention has been given to the quality of Maine 
potatoes inside the skin, which governs their flavor and cooking char- 
acteristics. 

Chippers buy potatoes on the basis of interior quality. They have 
not been heavy buyers in Maine this past season, but they have made 
relatively heavy purchases in New York, Pennsylvania and Ohio, 
often at premium prices. This business was lost to Maine. 

Another important factor this season was the Canadian competi- 
tion. Canadian potatoes were priced lower than Maine’s, and were 
brought in rather freely to compete with Maine sales. 

This was especially noticeable just when Maine prices made their 
sharpest advance. Any time there is too big a spread between Maine 
and Canadian prices, imports of Canadian potatoes will be more 
competitive. 

As prices advanced during late February and March, there was 
sufficient spread between Canadian and United States potato prices 
to make large-scale importation of Canadian prices feasible. 
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Beginning March 1, Canadian exports to the United States showed 
not only a counterseasonal trend, but for the period March 1 to April 
25, exports amounted to 788, 376 hundredweight, a 542 percent in- 
crease over the same period last year, when imports were only 145,408 
hundredweight. Nearly all of the increase was in table stock. 

All concerned should have given more attention to the Canadian 
imports. It should have been evident that the Canadian imports 
were competing directly with Maine, and should surely have a de- 
pressing effect on Maine values. 

In retrospect, it seems that the Maine potato situation was viewed 
too optimistically after the first few weeks. This cannot all be laid 
at the door of the Maine potato industry, but the information from 
Maine always seemed to favor the bullish side. 

The theme was that things were getting better and better all the 
time. While it was not always said in so many words, the inference 
was that buyers had better step in and buy now, for prices would 
be higher at a later date. The idea was advanced that Maine potatoes 
might even run short when the Midwest began to buy in large quanti- 
ties, 

Had there been better information from Maine about the supply 
situation, marketing could have proceeded in a more orderly manner 

Nothing is more fatal than not ee ing what you have to sell. In- 
formation from Maine omitted a clear and accurate appraisal of the 
real state of affairs. 

Two of the major reasons for sharp price swings in a stored product 
are (1) a large change in the quantity of supplies available, brought 
about by unusual deve lopments such as weather fluctuations, or (2) 
lack of accurate information. When such information is lacking, 
there is, unfortunately, a great deal of guessing, with unfortunate 
results. 

In any event, there are bound to be numerous price corrections to 
conform to the : actual supply- -and-demand situation. 

The more accurate the information, the narrower the fluctuations, 
and the less need for violent corrections late in the season to make 
prices match up with the supply. 

It makes little difference whether potatoes are traded on an ex- 
change, or sold on an open, unorganized market. Fluctuations will 
be ultimately contingent on information about supplies. With ade- 
quate information, potatoes can be traded in any manner without big 
price swings. 

For longer than I can remember, there have been seasons when 
potato prices declined sharply during early spring simply because 
remaining stocks proved heavier than expected. 

At one time these declines were blamed on rasc ally potato dealers 
in New York and Chicago. When the chainstores became numerous 
and retailed an ever-increasing percentage of the potato crop, they 
became the villains. 

“The chains control the market and can push it up or down to suit 
themselves.” Or so the story ran. No one ever bothered to consider 
that the chains were highly competitive with each other and thus 
not likely to act in concert. 

Now the heat is off the chainstores, and it is popular to regard 
futures trading as the villain. At some time in the future, another 
villain will doubtless be found, if prices drop in the spring. 
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Some of its opponents have been blaming futures trading for all 
manner of ills. They claim that no one can make contracts for fear 
of price fluctuations, regardless of the fact that contracting for seed 
takes place in consider: able volume, and that buyers this year were 
anxious to make contracts for supplies of Florida and California 
potatoes at a time when the fluctuations were greatest. It is further 
claimed that chainstores and retailers held back on purchases because 
they feared later fluctuations. But I have not found a supermarket 
or independent retailer who did not have an adequate stock of pota- 
toes, or who had not tried his best to sell the customers. 

It is then alleged that futures trading hurts consumer buying. 
Actually, it is the case that consumers pay no attention at all to whole- 
sale poti ito markets, futures or otherwise—consumers buy according 
to their needs. 

Things that may increase or decrease their buying might include 
advertising (or the lack of it) and certainly the actual potatoes of- 
fered them. They buy according to how the potatoes look with respect 
to physical appearance, and by their experience with this or that partic- 
ular brand and type of potato. If their experience has been good, 
they will buy again; if bad, they will shun. What steps intervene the 
potato patch and the retail store mean nothing to the consumer. 

Price is not really a big factor in consumer buying, unless there 
are gross price extremes. Potatoes are a cheap food at any price level 

reached during the past season, when compared with most other foods. 

Consumers will buy about as many potatoes at one price as at an- 
other between 29 cents and 60 cents per 10 pounds. In other words, if 
potatoes are selling at 10 pounds for 59 cents and the pr ice should drop 
to 10 pounds for 39 cents, it is doubtful if buying would increase much. 

Neither would it decline much if the price trend were reversed. 

We are all agreed on one point; namely, that the method of mar- 
keting potatoes 1s not perfect. 

It probably never will be perfect, but improvements can be made. 
Some of these improvements should begin at shipping point. 

1. First of all, growers are too preoccupied with production, and 
do not give enough attention to distribution. It is not uncommon to 
spend $2 per hundredweight for production but balk at 2 cents per 
caemnabeetnit for advertising. More money needs to be spent in ad- 
vertising potatoes. As citrus growers have found, demand for a per- 
ishable product can be greatly increased by advertising. 

2. Second, more attention must be given to producing potatoes with 
better eating qualities. This is a matter of plant breeding and seed 
selection. Improvement of the internal quality of potatoes in addi- 
- to increased advertising will increase consumer demand. 

Third, better methods of estimating stocks on hand must be devel- 
yarns It is not a superhuman task for a grower to estimate his crop 
as accurately as possible at the end of harvest, write that estimate on 
a slip of paper, and give it to a central agency for compilation. 

Some growers will probably not cooperate ; some may give an inac- 
curate figure, but even after allowances are made for this, the result 
should be far more accurate than that we are getting now. 

This would greatly restrict the wide price swings s such as occurred 
this season. 
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Before concluding I should like to enter into the record two major 
studies of futures trading in Maine potatoes, both careful, scholarly 
works: First, one called Trading in Potatoes on the New York Mer- 
cantile Exchange, issude by the University of Maine and the Maine 
Agricultural Extension Service, with Prof. Charles H. Merchant as 
author. 

He is head of the department of agricultural economics at the Uni- 
versity of Maine. This book, not yet printed, is in manuscript form 
and we have obtained permission to enter it into the record. 

Second is a booklet called The Economic Importance of Futures 
Trading in Potatoes, Marketing Research Report No. 241, issued by 
the Agricultural Marketing Service, Marketing Research Division, 
United States Department of Agriculture, Washington, D. C. 

I think these two studies will show the value of futures trading in 
potatoes beyond any doubt. 

In conclusion, it would seem extremely ill advised to take action to 
abolish potato futures. Calm reflection and thorough investigation 
will demonstrate the fact that futures have not been responsible for 
this season’s wide price swings. To abolish futures would not improve 
potato distribution, for the basic ills are not directly related to futures 
trading at all. 

To abolish futures would abolish the tool which has great use and 
which has the greatest potential for improving potato trading and 
distribution. 

Mr. Grant. Thank you very much for your statement. 

Mr. Anfuso. 

Mr. Anruso. Colonel Brown, I want to personally thank you for 
your unbiased, unprejudiced and very constructive study. I believe 
that what you have said here today should remove all opposition to the 
exchange, at least we hope so. 

On page No. 9 you say: 

Information from Maine omitted a clear and accurate appraisal of the real 
state of affairs. 

Would you mind elaborating on that ? 

Mr. Brown. Well, I would say this: That we always found it 
difficult to get a clear picture of just what the potato holdings were 
up there. 

It is true that we had Government reports and so on, but everything 
leaned to the optimistic side. Various reports come from there, but 
it is very, very difficult to pin it down and find out what there is until 
it is too late in the season. 

I think this year they traded on information that was not completely 
correct, and I venture to say that when the revised potato estimate 
comes out next December, that it will show a substantial increase over 
the figure that we used all season. 

Now, these figures have to come from Maine, oirginally. They do not 
come from the New York Mercantile Exchange and they do not come 
from some other State nor they do not come from anybody except up 
in Maine. That is where we have to get our reports from. And if 
they shade them just a little bit, then it is too bad for everyone, in- 
cluding the Maine people. At least, that is the way I look at it. 

I am very much in favor of trying to get a more accurate picture of 
the potato situation earlier in the season. Then we get rid of some of 
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these big swings that come, and the big swings are based entirely on 
the fact that our information is not adequate enough, not conclusive 
enough, and people speculate on that basis rather than doing business 
in a more orderly manner. At least, that is my impression of it. 

Mr. Anruso. Colonel, you mentioned in the last part of your state- 
ment that you had obtained permission to insert into the record the 
report of Prof. Charles H. Merchant entitled “Trading in Potatoes on 
the New York Mercantile Exchange.” 

Mr. Brown. Yes, sir. 

Mr. Anruso. Is this the one which has not yet been printed ? 

Mr. Brown. Yes. I have a copy here, if you wish to have it, sir. 

Mr. Anruso. Prior thereto, you know that Professor Merchant had 
made another study, and I believe it is in printed form. 

Mr. Brown. I am not familiar with that study. 

Mr. Anruso. May I, Mr. Chairman, not only introduce in evidence 
the one that colonel has referred to, but, also, his earlier document? 

Mr. Grant. Without objection, they may be. I presume they are 
not already in the record. 

(The documents referred to are in the committee file.) 

Mr. Anruso. Referring to the second report, on page 3, this book 
points out that it was a natural step to go from private forward sell- 
ing to organized futures trading on an exchange, and that the ex- 
change’s contract offers three highly important functions for growers 
and shippers: One, a continuous market for selling their potatoes 
every day of the year; a place for growers, shippers, and dealers to 
hedge their investment and let speculators carry the financial burden; 
and provides consumers with potatoes at a somewhat lower cost as 
well as offering a place for speculation to those who wish to speculate 
under strict rules and regulations. Do you gather that from the re- 
port of Dr. Merchant, or Professor Merchant ? 

Mr. Brown. Yes. 

Mr. Anrvuso. Do you wish to add—this is a rather lengthy report, 
Colonel, and I do not want you to belabor the situation, but would you 
like to put in 1 sentence, or 1 paragraph, perhaps, the gist of that re- 
port for the benefit of the committee ? 

Mr. Brown. I do not know that I can do that too well. I have 
gone over it some. It is a scholarly study of the potato situation. 
Professor Merchant has put a lot of time into this, and he has probably 
made a better study than almost anyone except the people who wrote 
this particular book [indicating]. 

And I would be willing to go along with what he says with regard 
to potato trading, to a large extent. 

Mr. Anruso. You agree with that report ? 

Mr. Brown. I think, on the whole, that it is a good, scholarly 
report. 

Mr. Anruso. In its entirety. Now, I believe you also mentioned a 
report put out by the Marketing Research Bureau of the Department 
of Agriculture. Were you referring to Market Research Report No. 
241? 

Mr. Brown. Yes, sir; that is this report here. 

Mr. Anrvuso. And that you are offering in evidence for the consid- 
eration of the committee. 

Mr. Brown. Yes; I am offering that in evidence, also. 
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Mr. Grant. That will be filed without objection. 

(The document referred to is in the committee file. ) 

Mr. Anrvso. That report is of rather recent origin, is it not? It is 
dated June 1958. 

Mr. Brown. Yes, sir. This has just recently been issued. 

Mr. Anruso. And in that report it is stated that— 

Because of the interest expressed by various groups, the United States Depart- 
ment of Agriculture made a study of futures trading in potatoes and, therefore, 
to the production and marketing of potatoes. 

This report, on page VI, shows that futures trading is an integral 
part of the overall production and marketing of potatoes and is used 
by a number of producers, dealers, and others at all levels of trading. 
The information obtained in this ’study reveals that futures trading 
serves the following specific purposes : 

(1) Assists producers and others to obtain cash loans and ma- 
terials needed in product. 

(2) Provides a mechanism for partially offsetting risk associated 
with price and market uncertainty. 

(5) Brings together a wide variety of supply and demand infor- 
mation for use by | potential and actual traders. 

(4) Aids in the dissemination of information on potato prices for 
use in buying and selling. 

(5) Provides growers and others with a continuous market and, 
thereby, enables them to take advantage of favorable price levels at 
any time. 

Did you so find that in this report, sir? 

Mr. Brown. Yes. I think that that is a very good statement of the 
situation, because the exchange does help to focus the information 
about potatoes. The growers are in a much better position when this 
exchange is operating to get full and complete picture of the potato 
situation than when it is not operating or when the trading is light. 
It does help him in that. It brings together ideas on supply and 
demand, and, the fact that there is continuous trading, it makes it 
possible to buy and sell. 

Nothing is so bad as to have a market which is restricted, in which 
trading is so light that people cannot buy and sell readily. I think 
they bri ing this out here. 

Mr. Anruso. And on page 12 you have a very good explanation of 
the costs of trading potato futures, and that shows that the costs of 
futures trading is no more than other means of doing business. That 
is on page 12, and it has quite a lengthy explanation on it. Then, on 
page 15, it speaks of hedging, that “hedging simplifies farmer borrow- 
ing, increases his credit ‘rating.” There is a full explanation of that 
on page 15. 

Mr. Brown. Yes. I think that is—I have read that over, and it 
seems to me to be a clear statement. It makes it a little bit safer, and 
there is less danger of a farmer running out of money or the thing 
getting out of hand. It is sort of a safety factor, sort of insurance, 
if you want to call it that. I believe that is a good thing. I cannot 
see how it would be otherwise. 

Mr. Anruso. Now, on page 22, that is very significant because it 
speaks about potato growers from Maine and gives you a vast ex- 
planation of the benefits to potato growers from Maine, as potato 
growers here have testified this morning and on prior occasions. 
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Mr. Brown. Yes, sir. 

Mr. Anruso. And it speaks about the vast importance of futures 
trading to Maine potato dealers. 

Do you agree with that statement ? 

Mr. Brown. Yes, I agree with that on the whole. I think this: 
That the exchange is in process of evolution like a lot of other things 
in the country. Tt is much younger than some of our other exchanges 
and commodities, and there will have to be refinements made in it. It 
takes time. And if it were broken up now, everything that has been 
done will be thrown away. 

If we go ahead they will make changes on some of these things which 
both opponents and proponents say should be done, and they will make 
it a more valuable trading center as time goes on if we can continue 
this way. 

Mr. Anruso. Just to go off this report for a moment, you are well 
acquainted with the way of the exchange operates. Have you found 
that the exchange is operated by honest decent citizens? 

Mr. Brown. So far as I know. 

Mr. Anruso. And have you found that the exchange is constantly 
under the surveillance of the special division of the Department of 
Agriculture, that there is a man there every single day watching all the 
operations ¢ 

Mr. Brown. Yes, they have somebody there to watch operations. 
I do not think there is any question about the honesty or anything of 
that sort that I have ever heard. 

Please bear in mind that I am not an expert on exchange trading 
because I do not trade myself. 

My field is more in sizing up crops and market conditions. But I 
have never heard anyone object on that point, and I talk to a lot of 
people. 

They may have disagreements over certain things which happen in 
trading rapidly, but I have never heard anyone say, “These fellows 
are dishonest.” 

They may not agree with some of the things they do, but they do not 
say they are dishonest. 

And I do not think they can, because it is honestly conducted so far 
as I know. 

Mr. Anruso. For your information, all the witnesses here have testi- 
fied throughout these hearings to bear that out. 

Mr. Brown. Yes, I have been impressed by that myself. 

Mr. Anrvuso. And you are also acquainted with the fact that the 
exchange has set up a committee which is composed exclusively of 
Maine people? You are acquainted with that committee ? 

Mr. Brown. Yes, I understand they have such a committee. 

Mr. Anruso. And the exchange accepts suggestions from this com- 
mittee at all times, and so far has brought into being all of the sug- 
gestions made. 

Mr. Brown. That is what I understand. 

Mr. Anruso. And I think you reported on that, too, and you also 
reported that the exchange is considering even other proposals. 

Mr. Brown. Yes. 

They are going to make different changes. 

They can do things which will be valuable not only for the Maine 
people but for the potato industry generally. 
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They may bring about changes in rules in grading and delivery and 
so on, which will benefit the whole industry and not just the Maine 
segment of it. 

Mr. Anruso. To go back to this report, on page 27 you have a very 
excellent explanation of the use of: futures when dealers finance grow- 
ers. It shows how growers are financed and helped in their opera- 
tions. 

Mr. Brown. Yes. 

Mr. Anruso. On page 33 you find a statement as to the importance 
of information on future prices to the potato trade because it keeps 
them posted on all prices. 

Mr. Brown. Yes, I think it has made the grower more price-con- 
scious and it brings him a little bit closer to what is going on. 

If you will pardon a personal observation, years ago when I was 
with the United States Department of Agr iculture, I worked for 

various field stations. It always impressed me that the grower was 
2 or 3 days behind what the full market was. 

In other words, on Wednesday he had a good understanding of 
Monday’s market. 

Now with this futures trading on Wednesday he knows what 
Wednesday’s market is, and those two days is quite an item in buying 
and selling. 

Mr. Anruso. How long were you with the Department of Agricul- 
ture, Colonel Brown ? 

Mr. Brown. I was with them about 4 years. 

Mr. Anruso. What division / 

Mr. Brown. Market News. 

Mr. Anruso. On page 38 that shows that cash in futures prices are 
largely determined by the same supply and demand factors. Do you 
disagree with that ? 

Mr. Brown. I think that futures prices are linked to supply and 
demand. 

In other words, you may have a market run up on incomplete in- 
formation for a short period of time, but if the supply situation is 
quite different from that price, that price has got to come down and 
get in line with the supply, and it will do just that. 

Mr. Anruso. There is no question in your mind that the law of 
supply and demand governs? 

Mr. Brown. Oh yes, the futures market will have to come in line 
with the actual supply and demand situation, and to a large extent 
reflect it. 

Mr. Anrvuso. As a matter of fact, page 38 shows charts, correlation 
charts, and studies covering several years. 

Mr. Brown. Yes, sir. 

Mr. Anruso. Showing in detail the positive correlation of cash 
and futures prices, and that supply and demand shape them both. 

Mr. Brown. Yes, sir. 

Mr. Anruso. Isn’t that. a correct statement ? 

Mr. Brown. I believe it is, sir. 

Mr. Anruso. From time to time, Colonel Brown, the Department 
of Agriculture has issued reports on who the traders are on the Mer- 
cantile Exchange. 
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Are you familiar with this report which is dated October 31, 1955, 
where on page 5 it shows that almost half of the Nation’s shorts were 
in Maine? 

On page 7 it shows that almost all short trading is done by the 
potato trade and 1,851 long trades. Are you familiar with that re- 
port, sir ? 

Mr. Brown. I am not too familiar with it. I have seen it, but I 
have not looked at it recently, and am not too familiar with it. 

Mr. Anrvuso. To look at page 5 of that report, from Maine you had 
1,374 short positions, New Hampshire had 10, Massachusetts 8, Rhode 
Island 0, Connecticut 27, New York excluding New York City 411, 
New York C ity 646, New Jersey 80, Pennsylvania 14. 

The largest short positions were held in Maine. 

Mr. Brown. Yes. 

Mr. Anrvso. And the grand total was only 2,857. 

Mr. Brown. The majority of the shorts were in Maine. 

Mr. Anruso. The majority were from Maine. 

Mr. Brown. Yes. 

Mr. Anruso. I think we can do without these other questions be- 
cause the Department is going to testify and I can ask these questions 
of the Department. 

Thank you very much. 

Mr. Cuirrorp McIntire. Mr. Chairman, what is the plan relative 
to the remaining witnesses in this hearing? 

Mr. Grant. We should go forward. 

I think with the cooperation of all we should meet at 9:30 in the 
morning and endeavor to get through tomorrow. 

Mr. Anrvuso. I am perfectly willing to do that, Mr. Chairman. 

As the record shows today, we have been most cooperative. 

Mr. McIntire. Will Mr. Brown be available? 

Mr. Brown. I donot think so. 

I can stay over but it would be quite an inconvenience to me. 

Mr. McIntire. I do not want to inconvenience you, Colonel. 

I do have a number of questions relative to the statement and the 
questions raised, 

I want to say this: That I read rather religiously, Colonel, your 
column every week in the Produce News. 

Mr. Brown. Thi: - you, sir. 

Mr. McIntire. I disagree with you relative to some of your con- 
clusions here, but that is a matter of differences of opinion, no 
doubt. I think you are very well informed. 

I did feel as though your statment here relative to the information 
out of Maine might ‘easily lead to some conclusions which I could not 
agree with, for the reference has been made and the point has been 
repeatedly made that an effort was made to hold this crop back. 

My information would lead me to believe that not only is the in- 
formation out of Maine relative to supplies probably about as com- 
plete as out of any other producing area in the country, but that for 
this year yarticularly there was a marketing and shipping schedule 
set up at the beginning of the year, which was held to very closely on 
the part of the industry. 

Mr. Brown. Yes, but the schedule was set up too small for the job 
they had to do. 
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In other words, they set up a schedule that just was not big enough. 
Mr. McIntire. It is easy enough to look back on it and say that. 
Mr. Brown. Yes. 

Mr. McInvrire. But it was not as easy to look ahead and say that. 

Mr. Brown. They should take the worst possible view of the situ- 
ation, not the most optimistic, it seems to me. 

Mr. McIntire. Their information was based entirely on Govern- 
ment reports; was it not ? 

Mr. Brown. Government reports in turn are based on information 
from the Maine growers and shippers. 

Mr. McIntire. Colonel Brown, I am sure you are familiar with 
the work which is done by the Crop Estimate Board. 

Mr. Brown. I have had some field experience with it. 

Mr. McInvire. And the fact that Stephens visits the area during 
the growing season ? 

Mr. Brown. Yes. 

Mr. McIntire. And that his estimates are not. based on the estimates 
of questionnaire returns from the growers in any substantial degree. 
Is that a fair observation ¢ 

Mr. Brown. I assume that he has a combination of methods that 
he uses, and that presumably among other things, he goes out and 
looks at the crops as far as he can. I know that if I have an oppor- 
tunity of going to a section, I like very much to look at it myself and 
I presume he does the same thing, but you still are influenced by the 
growers and shippers that you come in contact with. 

Mr. McIntire. I wish that you would inquire further, because I 
happen to be somewhat familiar with this procedure of making his 
estimate. 

I wish you would inquire. And no more thorough and dependable 
job could be made in my opinion. He has been doing it for many, 
many years. He follows the same schedule of his route through the 
area. 

He visits the same fields on approximately the same days every 
year, and takes his fertilizer sales, his moisture and all of those factors; 
therefore, I would certainly not accept your statement here that the 
reports which are issued out of Maine are based entirely on what some 
grower might wish to put down in a questionnaire and thus influence 
the report one way or the other. 

Now it is also true, is it not, at least according to the best informa- 
tion I have, that every 2 weeks there is a public report made avail- 
able by the Marketing Administrative Committee, the marketing re- 
port of the Administrative Committee that shows the shipments by 
car and truck. 

It shows what the estimated supplies are on hand. 

Is there any other area that issues such complete information every 
2 weeks as does the Maine area ? 

Mr. Brown. There may not be other areas that estimate that way, 
but I get those reports. I have the last one here, the one from 
May 31. 

Mr. McIntire. Yes. 

Mr. Brown. And I look at that. They start with a figure of what 
is it, 38 million something hundredweight, was the crop last year. 

Now when we come to next December, we may find that that figure 
is 40 million something. 
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And then this report here will look quite different. 

Mr. McIntire. May I say that your revision is not in December. 
It isin July. 

Mr. Brown. It may be, but they make another revision in Decem- 
ber, do they not ! 

Mr. McIntire. They used to, but they changed that. 

Mr. Brown. They are going to make it. It will be interesting to 
see what they put out in July in that case. 

Mr. McInrire. The revision on the previous year’s estimate is made 
in July and not in December. At least that is my understanding. 

Mr. Brown. You see, I look that report over with some suspicion, 
myself, I must be frank about the thing. 

‘I gradually have come to view it with just a little reserve, that 
somehow or other it left something that should be there. 

They give the idea there is an awful lot of culls, there is this or that 
and it turns out there are more potatoes than what they said. 

Mr. McInrire. Last year the report was only off 2 percent, if I 
remember correctly. 

Mr. Brown. Last year, yes. 

Mr. McInrirg. On the 1956 crop. 

Mr. Brown. Yes. 

Mr. McIntire. It was only off that much. 

Mr. Brown. Last year we had a lot of potatoes going to starch, 
didn’t we? 

Mr. McIntire. We had a very heavy pia 8 

Mr. Brown. A very heavy shrink and a very large amount of 
potatoes went into starch. Now all this season we were a little bit 
in the dark about this movement of potatoes that the previous year 
went into starch. 

About 10,000 ears as I recall it went into starch. 

Mr. McIntire. Those figures as to the quantity moving into starch 
were in the Market News Service publications every week. 

Mr. Brown. Yes, they were in every week. 

Mr. McIntire. That is right. 

Mr. Brown. But they did not add up to enough ears, and it left a 
place in there that we just did not know what was hie abi ning. There 
was a little place in there that was in the dark and I think it threw this 
whole thing off this year. 

I think that is why we got the big runup and then the rundown. 
That is my impression. 

Mr. McIntire. You have made a fair observation perhaps in retro- 
spect, but I still think this: It would have been very difficult to be 
any more accurate in estimating as to what was avail: ible last fall. 

Mr. Brown. Yes, I realize there is a saying that your hindsight has 
20-20 vision, and perhaps that is true. 

Mr. McIntire. You might say like I made the observation relative 
to the powers of the CEA in this field. 

Mr. Brown. Yes. 

Mr. McIntire. They can write you a beautiful post mortem, and 
that is, I would say, about what your observation is on the estimates 
here. 

It is a very interesting post mortem, but I do not think anyone, 
out of any Government figures or industry figures, or anything else, 
could have come any closer to it last fall. 
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Mr. Brown. I didn’t have doubts on the onions and I was right on 
the onions. 

Mr. McIntire. Yes. 

Mr. Brown. Some of these people up in New York State, I called 
them up on the phone and they said, “Here is the onion bull again.” 
And I was right all season on it because it actually was a short crop. 
It went just one way. Now I have reservations on these potatoes, 
and as I say, part of my reservations came from this report that you 
mentioned. 

I think they can improve on that and they probably will after this 
year. 

They, too, will have 20-20 vision on their hindsight and they will 
improve on it. 

Mr. McIntire. This is only the third year. 

Mr. Brown. Yes. 

Mr. McIntire. In which any attempt has been made to give the 
trade this kind of information. 

Mr. Brown. Yes. 

Mr. McIntire. And it is done on the basis of the shipping records 
and the inspection records. 

It is all put onto IBM cards and run off so as to keep the trade 
up to date with every single carload that is moved. 

It seems to me the industry is to be commended for making a step 
in that direction. 

Mr. Brown. I think they are, I think there is no question about it, 
but they need to improve on that just the same. As I say, I do not 
trade in potatoes, I am not for the exchange, [ am not against the 
exchange particularly, but I say that the Maine potato people just 
the same as the exchange, have got to make some changes to improve 
their situation so we can get better information and prices are linked 
closer to supply and demand, and the grower then will be better off 
than he will this way. 

The closer we can come to that, the better off we are. 

Mr. McIntire. I can make this observation, Colonel Brown. Ihave 
lived within this industry for half a century now. 

I have never seen the time when your observations were not per- 
tinent, and I have seen an awful lot of changes. And I still think 
there is room for improvement. 

Mr. Brown. Yes. 

Mr. McIntiee. And that is the purpose of my bill. 

Mr. Brown. I still think the thing to do is improve what we have 
and not destroy that and start something else. 

Mr. Anruso. The purpose of the bill is to destroy and not con- 
struct. 

Mr. Brown. That is right. 

Mr. Grant. The statement of Mr. Lawrence Schulman will be filed 
for the record. 

(The statement referred to follows :) 


STATEMENT OF LAWRENCE SCHULMAN 


My name is Lawrence Schulman. I am president of New York Export Co. 
Our company is a large exporter of potatoes to Latin American countries. We 
handle complete boatloads to Puerto Rico, Venezuela, and other countries, and 
average about 1,000 carloads a year. 
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In order for us to close this business, we have to quote out ¢. i. f. prices to our 
agents in various countries and await their confirmation. As a result, the mer- 
cantile exchange is absolutely necessary for us to enable us to hedge our posi- 
tion. For example, when we send a quotation to a foreign country, we very often 
take a position on the mercantile exchange to protect our cabled quotation. In 
other instances where we quote a complete boatload, there is very often a delay of 
3 to 4 weeks between the time we receive our cable confirmation and the time 
the boat is ready to load. In order to protect ourselves from market fluctuations 
we take a position on the futures board. This enables us to make shipments at 
the price agreed upon, regardless of market fluctuations. 

Since our business is so irrevocably tied up with the futures board, it would 
be impossible for us to operate in the large manner in which we do if we did 
not have the mercantile exchange to enable us to protect our position. Without 
the mercantile exchange we would not dare quote out and sell boatloads of 
potatoes. 

The mercantile exchange, if used properly, is a necessary and essential part of 
the business of moving potatoes. Unfortunately, it frequently happens that 
some holders of potatoes use the exchange improperly. In other words, instead 
of using the exchange as a hedge for the crop they own, they go long on the 
exchange hoping to profit both ways. If the market does not go according to their 
anticipation, they lose not only on their erroneous position on the exchange 
but also on the crop which they own. These people who use the exchange as 
a gamble are the first to complain when they lose money, and in my opinion are 
the ones who are now complaining. 

In view of the fact that the exchange is such an integral part of the potato 
business, its continuation is absolutely necessary, and any attempt to abandon 
the operations on the exchange would ultimately reflect to the detriment of all 
potato farmers in the United States as well as exporters and shippers such 
as ourselves. 

Mr. Grant. The committee will stand adjourned until 9:30 tomor- 
row morning. , 7 

(Whereupon, at 12:15 p. m., the subcommittee adjourned to re- 
convene at 9:30 a.m. Thursday, June 19, 1958.) 
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THURSDAY, JUNE 19, 1958 


Houser or RepresENTATIVES, 
SpreciaL Action Domestic MARKETING 
SUBCOMMITTEE OF CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee convened pursuant to recess at 9:30 a. m., in 
room 1310 New House Office Building, Hon. George M. Grant (chair- 
man of the subcommittee) presiding. | 

Present: Representatives Grant, Hagen, Anfuso, Mrs. Knutson, and 
Teague of California. 

Also present : Representative McIntire. 

Mr. Grant. The committee will come to order, please. 

We will resume the hearing this morning on H. R. 10282, and I be- 
lieve the first witness is Mr. Llewellyn Watts, Jr., president of the 
New York Mercantile Exchange. We will ask our member of the 
committee from New York, Mr. Anfuso, to introduce him. 

Mr. Anruso. Mr. Chairman, and members of the committee, I 
should like to introduce Mr. Watts. Mr. Watts has been president of 
the New York Mercantile Exchange since 1951. He served from 1951 
to 1955, and was reelected in 1958. 

He has been a member of the exchange for 38 years. 

There have been, as a matter of fact, three generations of the Watts’ 
family members of the exchange. Both his father and grandfather 
before him were members. His great-grandfather, who was born in 
1812, was in the produce business. 

Mr. Watts is, probably, one of the most ethical men I have ever 
met, and that is one of the reasons, Mr. Chairman, why he, as presi- 
~ of the New York Mercantile Exchange, refuses to trade be- 

‘ause as he says himself he wants to keep his view unbiased and un- 
prejudiced. 

I imagine that, also, accounts for the fact that you had before this 
committee so many people, so many potato growers and dealers from 
Maine and other States, who have the utmost confidence in the way 
this exchange is being operated. 

I am, indeed, very happy, and I regard it a privilege, Mr. Chair- 
man, to be able to present to you such a distinguishd citizen of the 
State of New York. 

Mr. Grant. Thank you. 

Mr. Watts, we are certainly glad to have you here. 
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STATEMENT OF LLEWELLYN WATTS, JR., PRESIDENT OF THE 
NEW YORK MERCANTILE EXCHANGE 


Mr. Warts. Thank you, Mr. Anfuso. I am quite embarrassed now 
to be given so many compliments. Thank you for your time and at- 
tention, 

This is the statement of the New York Mercantile Exchange. 

My name is Llewellyn Watts, Jr. I am president of the New York 
Mercantile Exchange, elected by the organization’s 400 members from 
among their number. My own business is dairy and poultry prod- 
ucts, and in connection with this business I have been a member of 
the New York Mercantile Exchange for 38 years. 

In the distribution of farm products our firm has found it impera- 
tive to use the various futures markets of the Nation to minimize the 
risk inherent in the efficient conduct of the business of getting goods 
to customers, 

Two basic questions: There are two basic questions to be discussed, 
I think, in relation to the proposed ban on futures trading in potatoes 
envisioned by the proposed legislation, H. R. 10282. First is the 
question as to whether or not futures trading is in itself a proper and 
useful activity in our agricultural economy. 

I understand that you are to hear from a gentleman named Donald 
Campbell of the United States Department of Agriculture on this 
point. I have read his remarks in the George Washington Law Review 
on the importance of futures trading and I know he will testify most 
authoritatively on this subject. 

At this point, may I introduce and place in the committee file, this 
very remarkable article of his that I have read in the George Washing- 
ton Law Review on the importance of futures trading. I know he will 
testify most authoritatively on the subject. 

Mr. Grant. Without objection it may be introduced and will be in- 
serted in the file. 

(The document referred to has been submitted and is in the com- 
mittee files. ) 

Mr. Warts. Also Maurice Albert has testified on the constitutional- 
ity of futures trading. I can only say that these highly qualified 
gentlemen can express more learnedly a fact of which I am persuaded 
by a lifetime of practical experience—that futures trading in the 

various farm commodities is a vital link between farm and consumer. 

None of the witnesses for the bill disagreed with this contention, by 
the way. They merely expressed a feeling that in connection with 
potatoes only futures trading was not a good thing. Thus there is 
purportedly no attack on futures trading per se, only on futures trad- 
ing in potatoes. This brings us to the second question, then, the effect 
of futures trading on the Nation’s potato industry. 

Effect of futures trading on potato industry: You gentlemen have 
heard a number of witnesses testify on the effect of futures trading on 
the potato industry. Our witnesses, of whom we are very proud, 
represent thousands of acres of potatoes and thousands of carlots of 
potatoes. These men are financially responsible for all these potatoes. 

They are not association and local officials who have been told what 
to say; they are men of the highest responsibility and integrity whose 
incomes depend on the growing, processing, and distributing of po- 
tatoes. They speak from experience and from deep personal con- 
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viction, just as I do. Their incomes and welfare, as they have testi- 
fied, depend on the continuation of futures trading as a hedging 
medium. 

I realize that there are some small potato growers who do not like 
futures trading, but, gentlemen, I know from talking with such men 
that they do not understand futures trading. This is partly our fault, 
no doubt. We have tried hard to educate farmers on how to hedge. 
We have sent out thousands of booklets gratis and advertised these 
booklets in the trade press. We have set up booths at growers’ meetings 
in the country, made speeches, and talked with farmers indiv idually. 
Phis is a big job and we will certainly make an increased effort in this 
d rection. 

I should like to read you some verbatim comments made recently 
on this subject by Mr. Owen Barkley, general manager of the Pennsyl- 
vania Cooperative Potato Growers, a 1,300-member co-op with head- 
quarters at Harrisburg. At his organization’s annual meeting this 
year, he said, and I quote: 

Here, previously, in dealing with sale of your crop, you were restricted to 
selling your crop at the price that prevailed at the time your crop was available 
for sale. Through this hedging procedure, it is possible to take up to an 18-month 
period in which you may price your crop that you will be producing in any 
given year. Either using the price before planting, harvesting, or afterward. 
Sometime during that 18 months there should be a price that will include a 
profit for you if you are smart enough to pick the time that it is. 

Commenting on the difficulty of having to sell at harvesttime be- 

sause of heavy supplies then on the mar ket he said, and I quote again: 

Working in cooperation with the services of the New York Mercantile Exchange 
there is an answer to this problem and believe me it was after many, many 
hours of long study and deliberation that your board of directors decided to 
provide a new service for you to help solve this particular problem. 

We are glad to report to you that as of last week your organization became 
one of the 400 members of the New York Mercantile Exchange * * *. 

Unfortunately, many small growers do not have the time or tr aining 
to study futures trading in the manner of this big co-op’s board of 
directors. And the small grower does not realize that the very man 
who is selling his potatoes for him, the man who is financing him, the 
man who is ‘merchandising his crop, depends on futures trading to 
handle this farmer’s crop. 

With your kind permission I would like to include Mr. Barkley’s 
extremely informative summation, published in the Guide Post, the 
official organ of the Pennsylvania Cooperative Potato Growers, in the 
record. 

This is the summation of his speech. 

Mr. Grant. Without objection it will be inserted. 

(The document referred to is as follows :) 

[From February 1958 Guide Post, official publication, Pennsylvania Cooperative Potato 
Growers, Inc.] 

THE NEW YorK MERCANTILE EXCHANGE—HOW THE FARMER CAN USE IT 
resented at 15th Farmer Business Dinner and 42d Annual Potato Growers 

Meeting, by Owen L. Barkley, General Manager, Pennsylvania Co-op Potato 

Growers, Inc. 

I think before we go into the assigned topic that appears on your program 
this morning, it would be well to back up just a minute and ask ourselves what 
the problem is we are trying to solve and then, as we look at that problem we 
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will try to find the ways that we can take the very valuable information we have 
received this morning and tie it together to help use arrive at the desired solu- 
tion. Now, I think most of you spend most of the hours during the year, as far 
as potatoes are concerned, thinking about the problem of producing them. You 
spend long hours in that work. Then, we come to the time of the year when 
we have our crop produced and arrive at the all important job of turning it into 
money and selling them. There is no problem at all in selling potatoes. There 
is no problem selling any potatoes that you may produce, regardless of how 
good or bad they are. The problem is to sell those potatoes, turning them into 
cash in such fashion that we not only have enough money to pay our bills, but have 
a surplus over and above our profit to pay for all the hard work and investment 
that has gone into producing that crop throughout the entire year. Each year 
that seems to become more and more difficult. Not only is our cost rising and 
the squeeze narrowing between the cost of production and income from what we 
sell, but competitive influences are becoming stronger, the organized distribution 
Systems are becoming larger and it is becoming more difficult every year to 
find a way to make a profit. Now, to make a profit in itself is fine, but it is still 
not good enough. What we want to try to find is a way to make the maximum 
profit consistent with the investment and the brainpower that has gone into 
the production of this crop. And that is what we are setting before you this 
morning as a problem. How can we make the maximum profit out of selling 
the potatoes we have produced? 

We had excellent presentations by our friends, D. O. Boster on Crop Reports, 
John Capus gave us a very fine report on Market News Service and I am sure 
that as we come to the time of the year when we think about selling potatoes 
we take those reports into our consideration, we like to know what the stock 
reports are, we like to know what the market is, and in our free economy it is 
possible for each of us to take that information ourselves, study it and evaluate 
it. I know you do that. Then, we come up with a conclusion and we may find 
that the position is such that there have been potatoes produced to the extent 
and the demand is such that we are just about on an even basis and that our 
production is just about what consumption is going to be throughout the year 
and there is nothing in particular that would make the markets go down or make 
the markets go up. That is a rarity and is a seldom found situation. Usually 
we will be slightly over in our production or slightly under. Our market trends 
will be going up or going down. Very rarely do we see a case where it moves 
strictly sideways. So, we look at the situation and we examine it. We havea 
crop of potatoes to sell and let us take the various alternatives here. If we de- 
cide, for example, that the situation is such, using your own good judgment 
only, after getting all the facts, we decide the market is going to move on a 
steady level then the thing to do is sell at that price. If you are correct and it 
moves in neither direction, you have made the most advantageous sale of the 
year. But, let us assume the other two alternatives. Let us take first, a situa- 
tion like we had this past fall. As we got around the State talking with you, 
I don’t believe there was one of you who felt that the supply and market situa- 
tion was such that the price was going to go down. You told me you felt, and 
you were correct, that we were in a situation where the market was going to 
move upwards through the winter. Experience to date has proved the correct- 
ness of that conclusion. 

There are a lot of you who told me last fall that you wished you could hold 
your potatoes until later in the year to sell, because you felt they were going to 
be worth more money, and if you have done so until this time, you have been 
correct. 

Let us look at that situation a little bit and find how we might use what we 
heard this morning to our advantage. We have other problems we have to take 
into account here too. Let us say that last fall you felt the market price was 
going to go up during the winter and you would like to take advantage of it 
but you were faced with these problems. You had a labor force at home that 
you had to utilize to get the most effective amount of return on your dollar. 
Possibly you had a given number of loads you would like to get out every week 
to fully utilize that labor. As we have mentioned, there is a problem of main- 
tenance of markets. We had every year, some very unfortunate experiences 
where we did not supply the markets at the time they wanted potatoes and you 
know that and recognize it. We had the problem this past fall again, of main- 
taining markets, of coming in with early deliveries and continuing through, week 
after week. So, those two factors, as you think about them, prevent you from 
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deciding to hold your potatoes to a later date. Also, you may look at the crop 
and think, the crop is in a good condition now, but if we hold until later it might 
break down. You see starting, various things that tend to break it down. Also, 
you may be in a position where at the fall of the year you needed money out of 
your crop to pay bills and I know that is the case many, many times. So, for 
that reason, even though you knew, in your own good judgment, that later in 
the winter or towards spring, the market price was going to be high, you still 
weren’t in position to take advantage of it. You had to move out your crop for 
reasons of labor, to maintain markets, to get money out of it or for some of 
many other good reasons that we might talk about. Now, we will take them 
one at a time. 

Working in cooperation with the services of the New York Mercantile Ex- 
change, there is an answer to this problem and believe me it was after many, 
many hours of long study and deliberation that your board of directors decided 
to provide a new service for you to help solve this particular problem. We are 
glad to report to you that as of last week your organization became one of the 
400 members of the New York Mercantile Exchange that John talked about a 
while ago, and we are also glad to tell you that our interests in New York will 
be represented by Mr. Harry Aspinwall, the previous speaker. 

Let’s go back again to last fall. You were picking up the price reports coming 
off the New York Mercantile Exchange in the Wall Street Journal and in other 
good papers, in the Market News Reports and you looked and there you saw 
contracts were being offered for sale throughout the winter at progressively 
higher prices. You saw January potatoes, March potatoes, April potatoes, ete. 
Now, through placing of hedges which would have been possible had this system 
been operating last fall, it wasn’t but it will be from here on out; for you to 
take your actual potatoes, pack them, use your labor, move them out through 
your co-op but still retain ownership of them until the time you decide to sell 
them. That would have been accomplished by your co-op by placing hedges 
through the mercantile exchange and had you done that and held them up to 
this time, to this day, to sell for example, you would be selling them now at 
approximately 60 cents a hundred more than you sold them last fall. I would 
like to emphasize on that. The date of sale is always a date of your own choos- 
ing. No one else decides that—you decide that and as we came through from 
last fall, until now, if in November, if in December or the day after Christmas 
or maybe today, you felt the market had reached the level at which you are 
pleased to sell, that is the day that you and only you could decide that they 
would be sold and the price that is applicable on that day would be the price 
you would receive for your potatoes. 

Now let us look at it the other way. Assuming that the price reaches a level, 
and by the way, as we go back over the records of the years and study them, 
we find that there have been very few, if any, where sometime during the year 
the price had not risen to a level that was high enough to sell them profitably. 
But unfortunately for us, that has usually occurred at the time of the year we 
don’t have potatoes. 

Assuming that the price of potatoes is at a level from which you feel they are 
going to go down. Let us say it is the middle of June, and assume that the 
price level at that time of the year is up to $3.50 per hundredweight or as has 
happened, $4 and you don’t have potatoes to sell. Yours are not yet har- 
vested, they are still in the ground and you say to yourself, this market is going 
to go down, I wish I had mine to sell now. That, you can now do, on any date 
of your own choosing. You can, by the placement of hedges, if the market is in 
that position, through your cooperative sell your potatoes on that date for 
delivery at the time of harvest next fall or whenever the approximate time is to 
make delivery from your place after your crop is harvested. When they are 
harvested and delivered, you would receive not the price that is applicable on 
that day, but you would receive the price that was applicable on the day you 
decided to sell them. We would like to point out here a lot of things that time 
does not permit. 

We would like to emphasize points such as these. Your cooperative nor the 
New York Mercantile Exchange nor anyone else can guarantee you that the mar- 
ket is going to go anyplace. No one can guarantee to you that the market is 
going to go up this spring or that itis going to go down. You have to determine 
yourself what you believe it is going to do on the basis of your own good judg- 
ment and the information you have available to you to help decide that. But, 
what can be guaranteed to you is this. If you feel the market is going to go up, 
and it does go up and you have here the opportunity to have full advantage of 
it; if you feel that the market is going down and want to sell before it does so, 
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you may also do that. Your potatoes are sold for whatever level they may be 
on the day you decide to sell them. 

Another way in which hedging may be employed, and remember, these things 
can be done through your organization, is the purchase covering the seed require- 
ments. Assuming that sometime during the year the market dips down to a 
ridiculously low figure—let us say it goes down to $1 or $1.10 per hundredweight, 
take any figure you like, and you feel that on the basis of that relationship, 
remembering that the seed will be a premium over the table stock price, but on 
the basis of that relationship you would like to buy your seed requirements for 
next year, you could do so by the placement of hedges by letting us know and 
we will cover for you your requirements at that level and then when the price 
moves up, if it does, you would have the difference in between as your advantage 
through having placed that hedge, 

Here previously, in dealing with sale of your crop, you were restricted to 
selling your crop at the price that prevailed at the time your crop was available 
for sale. Through this hedging procedure, it is possible to take up to an 18-month 
period in which you may price your crop that you will be producing in any given 
year. Either using the price before planting, harvesting, or afterward. Some- 
time during that 18 months there should be a price that will include a profit 
for you if you are smart enough to pick the time that it is. 

There are many other features we would like to discuss with you, but time 
does not permit. Call us any time for more information. 


Mr. Warts. United States Department of Agriculture study made 
specifically for this committee: As you gentlemen are undoubtedly 
aware, a major study of the economic importance of futures trading 
has just been published by the United States Department of Agri- 
culture. The book is published by the Agricultural Marketing Serv- 
ice of the USDA, Marketing Research Report No, 241, entitled “The 
Economic Importance of Futures Trading in Potatoes.” 

In the introduction to this book, on page 1, the author, William 
T. Wesson, agricultural economist, says, and I quote: 


Beginning in December 1955, the Special Subcommittee on Futures Trading 
in Perishable Commodities of the House Committee on Agriculture began hold- 
ing hearings to study the effect of futures trading on the marketing of perish- 
able commodities, specifically, potatoes. 

Because of the interest expressed by various groups, the United States Depart- 
ment of Agriculture made a study of futures trading in potatoes and their im- 
portance to the production and marketing of potatoes. 


This book, gentlemen, is a thorough analysis, and I would like to 
refer for a moment to the conclusions on page VI of this study. The 
study covers most of the points covered by our witnesses and con- 
cludes, on page VI, and I now quote: 


Futures trading is an integral part of the overall production and marketing 
of potatoes, and is used by a number of producers, dealers, and others at all 
levels of trade. The information obtained in this study reveals that futures 
trading serves the following specific business purposes: (1) Assists producers 
and others to obtain cash loans and materials needed in production, (2) pro- 
vides a mechanism for partially offsetting risk associated with price and mar- 
ket uncertainty, (3) brings together a wide variety of supply and demand in- 
formation for use by potential and actual traders, (4) aids in the dissemination 
of information on potato prices for use in buying and selling, and (5) provides 
growers and others with a continuous market and thereby enables them to take 
advantage of favorable price levels at any time. 


This last factor of a continuous market, gentlemen, and Mrs. Knut- 
son, is the one as you will remember referred to by Owen Barkley, 
general manager of the Pennsylvania Cooperative Potato Growers, as 
his reason for providing hedge facilities for his members through the 
co-op. 

Various witnesses who oppose prohibition of futures trading have 
testified on the great advantages of being able to hedge on the futures 
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boards of our exchange to protect their growing, processing, financing, 
shipping, and other potato operations. I think this study by Mr. Wes- 
son covers this whole ground and I therefore request that the study 
as a whole be entered in the record at this point. 

Incidentally, I believe that it has been entered in the record already, 
has it not? 

Mr. Grant. I believe so. 

Mr. Warrs. Will it be necessary then for you to have a copy? 

Mr. Anruso. We have.a copy. 

Mr. Barnes. You have a copy—thank you. 

Mr. Warts. The economic question: There were no requests by 
Maine for prohibition of potato futures trading from last summer 
through early April of this year, a period marked by a long, slow rise 
of potato futures prices. The legislation was all requested after prices 
dropped in April. As a matter of fact, most of our present critics 
were well pleased with the exchange and quite content with prices. 

Thus we can only conclude that we are being blamed for failing 
prices. It is as though the barometer were told that it was fine to 
register fair weather but that the moment it registered stormy weather 
it would be smashed to bits and forbidden by law to register the weather 
any longer. Gentlemen, we cannot control prices any more than the 
barometer can control the weather. 

It is significant, however, that this year, due to the wide interest 
in exchange trading, prices to the Maine producers have exceeded those 
paid to Idaho producers for the first time. We are convinced that our 
contracts were the instrument which gave Maine growers a better price 
for a very large production. 

Because of the accusation that. the exchange was responsible for 
falling prices I should like to quote a paragraph from page VI of 
Mr. Wesson’s book : 

The relationship between cash and futures prices: cash and potato futures 
prices are largely determined by the same group of supply and demand factors. 
Available information indicates that changes in cash prices of potatoes at 
Maine shipping points are generally associated with similar changes in the 
prices of potato futures contracts on the New York Mercantile Exchange. 

On this same subject I wish to quote from a study by Prof. Charles 
H. Merchant, head, Department of Agricultural Economics, Univer- 
sity of Maine. This study will be published shortly and I quote it 
with the author’s permission : 

Futures prices on the exchange respond to changes in the same supply-and- 
demand factors. The chief difference between cash and future prices is that 
cash prices are determined by the actual supply-and-demand conditions of po- 
tatoes on the market or are available to be marketed while contract prices are 
based on the anticipated supply and demand conditions at some future date. 
As both cash and contract prices are determined chiefly by the same economic 
factors, each has an influence on the other. 

This is on page two of his manuscript, which is entitled, “Trading in 
Potatoes on the New York Mercantile Exchange.’ 

Before returning to this subject of price changes, I wish to quote 
this paragraph from Professor Merchant’s book. It is contained 
in the summary on page L: 

The New York Mercantile Exchange provides three important functions. 
First, it provides a trading place and facilities for a continuous market every 
business day of the year. Secondly, potato growers, dealers, and processors of 
potatoes may shift part of their risks of price changes in potatoes by hedging 
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operations on the exchange and thus permit them to operate on narrower mar- 
gins. This may also provide consumers with potatoes and potato products at 
somewhat lower costs. Thirdly, the exchange provides an opportunity for those 
who desire to speculate on potatoes under strict rules and regulations. 

On this subject of speculation, Mr. Rodger Kauffman, Administra- 
tor of the Commodity Exchange Authority, has testified in this hear- 
ing room that without speculation, futures trading would be nonfunc- 
tioning—a dead issue. You will hear from Mr. Kauffman later in 
these hearings, I trust. Previously we had been accused of allowing 
speculation in potato futures but now the whole argument against us 
seems to be contained in the single fact that the futures price as well 
as cash sere dropped last April. 

The futures price dropped from an extreme high of $6.10 to touch 
a low of $2.07 before closing at $2.50. The cash price at New York 
dropped from about $5.25 a hundred to about $3 a hundred to $3.60 
a hundred at the same time. When this occurred we were told that 
after May 21, when futures trading ended, the cash price would go up 
again. It is now almost 2 months since prices dropped to lower levels 
and 1 month since futures trading in this year’s crop ended, and 
prices have not budged above the April levels. This is a clear and 
simple case of supply and demand. 

Our witnesses, especially Colonel Brown, have gone into the supply- 
and-demand factors in effect this year. We have proven that instead 
of a shortage there has been a plentiful supply of potatoes all year long. 
It now turns out that Maine is expected to ship the biggest commer- 
cial crop in history, and that there are right now in Maine still 
about 2,500 carlots of potatoes looking for a home despite heavy 
shipments all during the year. 

If the news of this vast crop had been known during the winter, 
futures prices would never have gone to the heights that they did. 
The whole potato trade of the Nation, gentlemen, was fooled by news 
of a short supply in Maine and an expected shortage in Florida and 
the Midwest. 

At this winter Maine growers could have hedged their crops on our 
exchange boards at prices from $4 to $6 a hundred. Any potato man 
will tell you that this would show growers a handsome profit. Why 
do you think our witnesses are so outspoken in their praise of futures 
trading. The potatoes they hedged at $4 to $6 they have been deliver- 
ing at that price all spring while their less far-sighted neighbors have 
been selling at $2 to $3 a hundredweight. Any farmer willing to take 
a handsome profit for himself could have sold his entire crop on our 
boards this winter, day after day, gentlemen. 

A national issue: Potato futures trading is not a matter of im- 
portance in Maine alone. As you have noticed, our witnesses come 
from such other States as New York, Rhode Island, and New Jersey. 
Men in Pennsylvania, Alabama, Florida, California, North Carolina, 
Minnesota, all hedge their crops in the same fashion on our boards. 

This is a national contract, in its effect, and a ban on futures trading 
would hurt growers and shippers throughout the Nation in their efforts 
to effect more orderly marketing of their crops. 

Maine to have more voice: You have heard it stated by a proponent 
of this bill that our exchange does not consider proposed changes from 
Maine, and that, indeed, to his knowledge no such proposals had ever 
been made, much less accepted. Since this witness was an eminent 
individual I shall only say that he is sadly underinformed. 
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Proposed changes in our contract have been made from Maine over 
a period of many years. Years ago we changed our unit of trade from 
100-pound burlap sacks to 50-pound paper sacks. We have made 
changes in 1957 on the limit of the number of cars an individual may 
own In the various months. 

Last fall our exchange changed the location of its potato committee 
to Maine, and this committee is now made up entirely of men who are 
residents of Maine. The chairman of this committee is an ex officio 
member of our executive committee, giving Maine an automatic seat 
at our council table. 

Last fall the Maine committee recommended some drastic changes 
in our November contract and these have all been made. They in- 
clude a change of delivery from New York to Boston, a sweepin 
change in trading days that now makes trading end the sixth day o 
the delivery month instead of 6 days before the last trading day of 
the month, and in this contract deliveries will be allowed only after 
the cessation of trading. We have been informed by this committee 
that they are discussing new changes which will be proposed shortly, 
and I assure you they will receive the same cordial reception as the 
previous suggestions. 

We have been criticized even by our good friends in Maine because 
there are not more men from Maine on the executive committee. I 
wish I could promise that this will be changed, but our 400 members 
vote democratically among the membership for executive committee 
members, and I can only promise to use all my persuasive powers to 
try to get more men from Maine onto the board. 

A cynical effort: I was shocked when I read over the testimony of 
earlier sessions of these hearings and found a proponent of the bill 
testifying that he knew of a desire to get futures trading in potatoes 
prohibited, put our exchange out of business, and then used pressure 
on Congress to get futures trading reinstated but traded in Maine or 
somewhere else instead of New York. 

I consider such thinking most cynical and I think that if these 
xeople are successful it will be a mockery of our democratic way of 
fife. I would like to add that these people, even if they succeeded, 
would be surprised to find that policing the trading of futures is a 
tough job and an unrewarding job for us officials, and that there can 
be no profits since an exchange is completely nonprofit. We have been 
at it on the New York Mercantile Exchange since 1872 and we still 
don’t know all the answers to exchange management yet but we do our 
very best at all times, and we do feel our successful management of 
potato futures trading for 17 years under CEA regulations should 
be a recommendation of our abilities. 

You have also been told that there was a referendum taken in Maine 
with a heavy vote of growers favoring a ban of futures trading. And 
you have heard leading growers from Maine come here and testify 
that they never received ballots and their friends did not receive bal- 
lots, that enormous acreage went unrecorded on this question. 

Gentlemen, I appreciate your patience in hearing us out. We know 
that the distributor is in a difficult position to justify his existence, 
and yet your farm area representatives know that when a product 
leaves the farmer’s driveway there is much that must be done by way 
of storing, packing, processing, merchandising, and selling. 
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I think we will all agree that the day has passed when the farmer 
carries his product to the consumer and gets the whole dollar. Nowa- 
days the farmer depends on a most complex distribution system to 
market his product for him. 

I submit that to ban futures trading in potatoes would be a serious 
disruption of distribution. It would hurt growers, shippers, proces- 
sors, and other distributors. It would widen the gap in prices be- 
tween farm and consumer because a man must allow more margin 
for loss when he can’t hedge. 

I submit that in some cases the movement against futures is cynical. 
I submit that something which has proved itself in the market place 
and is supported by the men who are the heart of the potato trade 
should not be abolished without serious consideration of the deplor- 
able results that would follow. Gentlemen, with all of my deepest 
personal conviction I recommend that you not recommend passage of 
H. R. 10282, the bill to prohibit futures trading in potatoes. 

Mr. Grant. Thank you very much for your statement. 

Mr. Warts. Thank you. 

Mr. Grant. Mr. Anfuso? 

Mr. Anruso. Mr. Watts, I would like to congratulate you on this 
very excellent statement that you have made. I think you have been 
extremely frank and honest in your presentation. You are to be 
commended for it. I believe if we were to analyze your statement 
completely, and give it the unbiased and unprejudiced view that you 
have tried to give to it from all of your long experience I think that, 
perhaps, the proponents of this bill might even withdraw it. I think 
they should. 

I would like to ask you just a few enlightening questions for my 
own information. 

Something happened this year which caused price fluctuations. We 
have heard from experts that those things have occurred before. I 
believe Colonel Brown amplified very well on that subject. 

May I ask you, in your own words, to tell us just what caused the 
situation that occurred and what effect the law of supply and demand 
had on it? 

Mr. Warts. Of course, as a merchant I think the law of supply and 
demand can’t be altered. That is what makes for prices. 

If there are too much of a product, that must be sold at the price that 
the consumer will pay. If there is a scarcity, of course, the price goes 
higher. 

But beyond a certain point the consumer refuses to accept the 
oo If the price is too high the consumer holds back and you 

ave the beginning of an accumulation. 

But I think when there is a plentiful supply of any product that 
prices are fair but they are apt to be lower than when there is a short- 
age. 

~T am a staunch believer in the law of supply and demand. 

Mr. Anrvuso. At the present time do we have a large supply of 
potatoes from Maine? I believe you referred to that in your state- 
ment. Will you explain that further ? 

Mr. Warts. I get statistics and figures, for example, Mr. Brown 
gave us these figures. I think they tell me and members of the ex- 
change tell me that there are approximately some 2,500 cars still left 
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in Maine, which was true a week or so ago. Last Monday when I 
left New York they told me, these potato dea ulers, some of w hom belong 
to the exchange, they were being offered potatoes at $1.40 a hundred 
out of Maine. That amounts, I think, let me see, to about 70 cents, or 
$2.20 to New York. 

Mr. Anruso. How old are these potatoes? 

Mr. Warrs. They were harvested last fall. 

Mr. Anruso. One more question, because I would like to give other 
members of the committee an opportunity to examine you, ‘bee: ause I 
understand we may not be in session at 10:30, 

I would like for you to explain further just how this Maine com- 
mittee was formed, why it was formed, what its functions are. I know 
I am told that it is an unusual thing. Other exchanges do not provide 
for such. You, in your ultimate desire to be fair, have formed a com- 
mittee composed exclusively of Maine people, is that correct? 

Mr. Warts. That is true. 

Mr. Anruso. Will you tell us how that came into being and why it 
came into being and what its functions are today ? 

Mr. Warts. I believe that 1 was responsible for the Maine com- 
mittee, and one of the reasons for it was that we know there are always 
exchanges and there can be improvements in every contract, and we 

wanted to get the opinion of these members and friends of ours in 
Maine, for any improvements in the contract or any suggestions on 
grade or on packaging. 

It a proposed last fall; I appointed the committee in January as 
soon as I could do so, and we want them always to meet in Presque 
Isle whenever they choose to meet, and the chairman send us a written 
report or attend our executive committee, and make the report to us 
for any proposed changes. 

At the last meeting of the executive committee, Mr. Cottman, 
elected chairman—the committee elects its own chairman—attended 
the executive committee meeting, and told us that he did not have any 
particular recommendations at the time but there were many that 
were being considered and they were going to have a full-dress meet- 
ing in Presque Isle, and he would come to our next executive com- 
mittee meeting with very definite suggestions on our contract, 

One of the reasons why we want and have this Maine committee 
is it has been difficult before this—we had members from Maine on our 
trade and potato committees in New York, but it is difficult to have 
a man from Maine come down on a day’s notice because very often 
we want a committee meeting, we want to solve some problem in the 
trade and we must have a full committee, if we possibly can, so it 
was impracticable to have our Maine members of these committees, 
of this particular committee, come down. 

In this way we just have the entire committee on potatoes in Maine. 

Mr. Anruso. I understand that the chairman of that committee is 
on your executive board, is that correct ? 

Mr. Warts. He is an ex-officio member of our executive board. 

Mr. Anruso. I further understand that from time to time recom- 
mendations have been made to the exchange and that these recom- 
mendations have been accepted, is that correct, sir ? 


Mr. Warts. Yes. 
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Mr. Anruso. And can I, also, say that you are amenable to further 
changes if warranted, if the recommendations are made to you? 

Mr. Watts. Yes, yes. Indeed, we are. 

Mr. Anruso. I have no further questions. 

Mr. Grant. Mr. McIntire? 

Mr. McIntire. Mr. Watts, first let me concur with Mr. Anfuso. 
Certainly, as one individual member of this committee, I never would 
condone or subscribe to the challenging of the integrity of you or 
anyone that I know of in your organization. There are differences, 
naturally, in viewpoints as to the vehicle of futures trading in rela- 
tion to the States of New England. There are those who are on the 
other side of this issue. 

I wish, also, to add that, perhaps, it is appropriate for me to say 
that I do not approach this problem by way of what one might call 
a lack of knowledge of the potato business in Maine, or any lack of 
interest in it. If anyone questions my acquaintanceship with the in- 
dustry, they only need to look at the record of the fact that I have 
participated for 12 years in the lending of money, both in rea] estate 
and short-term loans, in the sums of millions of dollars to thousands 
of farmers. 

I have served as an assistant manager of an organization that mar- 
keted 18 percent of the seed. And for 414 years I have supervised 
the sales end as assistant manager. I have worked, also, in extend- 
ing credit to farmers who were dealing with an organization doing 
over $20 million of business. 

I mention that because I think it would be appropriate to say that 
I draw my observations not from any academic background in this 
field, but from a background based on personal experience as a grower 
who has marketed potatoes. 

I think I should say for the record, I have never bought nor sold a 
single contract on the exchange and that I look upon this as a prob- 
lem which should be constructively solved. And when we differ, it is 
entirely a matter of a difference in viewpoint and nothing more. 

Let me ask a question or two here, because I do not want to pro- 
long this hearing any more than is necessary to be fair to both sides. 

Mr. Chairman, there has been inserted into the record certain docu- 
ments, and I would appreciate unanimous consent to place in the rec- 
ord a document entitled “Futures Trading in Potatoes,” prepared by 
the Commodity Exchange Authority of November 1955. 

Mr. Grant. Without objection that will be made a part of the 
record. 

(The document referred to is in the committee files. ) 

Mr. McIntie. In my opinion, this publication is in greater detail, 
factually, and reports all sides, than some of the other publications 
referred to. 

In chapter 6 it quotes the views of Maine growers, distributors and 
others, including those who are critics and those who are complimen- 
tary and it discusses exchange practices by both those who criticize 
and those who support it. 

It, also, contains constructive exchanges proposed by the Maine peo- 
ple, such as those that deal with grade, packaging, delivery period, 
time of delivery, number of delivery points, and things of that sort. 

In my opinion, this, too, is a constructive publication in relation 
to this issue. 
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As I mentioned in the beginning, I.am, certainly, not implying in 
my questions in any degree whatsoever aay implication of lack of in- 
tegrity, because I am sure that you and your management are worthy, 
and I have heard a very complimentary statement made by those who 
know you personally, better than I do, in relation to your integrity. 

What is the policy of your exchange in relation to your officers? 
I am sure that you are anxious that they be, you might say, above re- 
proach as to integrity and so forth. 

If a participating member of your exchange is found by the CEA 
to have participated in manipulation—whether or not it has gone to 
court or is a case where the man has accepted the findings and paid 
the fine—what would be the policy of your board in relation to that 
man’s serving as an officer of your exchange? 

Mr. Warts. Well, the idea would be that we would review the case 
ourselves, either before or after the Commodity Exchange Authority 
had made their investigation. We would find if there was any merit— 
we would try to find if there was any merit in his defense. If we 
thought that this activity had been deleterious to the trade, we would 
ask him to resign. 

Please understand that he is elected by the membership. They are 
nominated by an elected nominating committee, and then they are 
elected by an election where they are voted on by the entire member- 
ship of the exchange. And, of course, we have ballots by mail. They 
go to out-of-town members, too. 

Mr. McIntirz. I could draw the conclusion that there is no restric- 
tion as to eligibility for nomination then, in relation to the point I was 
making? 

Mr. Watts. No. There are, also, nominations by petition. We not 
only have the nominating committee, but candidates may be nominated 
by petition from the floor or from outside. Fifty names is all that is 
necessary, or 25, I believe, that is necessary to get a man on the ticket. 

Mr. McIntire. If a member who is eligible otherwise for nomina- 
tion and election to the governing body has been found guilty of 
manipulation, he is eligible for nomination and can be elected ? 

Mr. Warts. After his reinstatement, I think that is true. We do 
not give anybody a life sentence, Mr. McIntire. 

Mr. McIntire. Do you have anybody in your present governing 
body who has at any time been involved in a manipulation—to your 
knowledge, do you have anybody ? 

Mr. Warts. Of the present board? Mr. Stern was at one time—the 
commodity exchange found that. I think he denied he had done any- 
thing wrong, but he thought it was much more economical not to fight 
it. He agreed to the terms of the Commodity Exchange Authority 
accusation. I think they were probably right about it. He is pres- 
ently on the executive committee. 

Mr. McIntme. Then you do have a member of the executive 
committee 

Mr. Warts. He was nominated by the membership and elected by 
the membership. 

Mr. McIntire. There is no rule of eligibility, then, in the regulations 
relative to it ? 

Mr. Watts. Mr. McIntire, as I said, we do not damn a man for life. 
If he has made a mistake in his operations, and it has been proven 
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that he has made a mistake, then I think that it is probably a good 
thing ; he will make even a better officer. 

Mr. McIntire. I would like to get to another point. In your testi- 
mony, on page 10, you make reference to the fact that— 
years ago we changed our unit of trade from 100-pound burlap sacks to 50- 
pound paper sacks. 

Mr. Warts. That is right. 

Mr. McIntire. That was about when ? 

Mr. Warts. I don’t remember just exactly when this was. In my 
previous term. I think it was about 1951 or 1953; something like that. 

Mr. McIntire. Was not that subject to the action on the part of the 
industry in relation to the marketing agreement order under which 
marketing we, in Maine, could not ship 100-pound burlap bags? 

Mr. Warts. The chief reason, Mr. McIntire, why we made that 
change was because the membership in Maine and people in the potato 
business and some of these buyers and users of potatoes demanded 
that we make the change, or advised us to make the change, and it 
was recommended to us from Maine. I think the Maine Potato 
Council recommended it to us, and we made—I think Mr. Marrin Ed- 
munds came down and asked for it, and, as soon as this delegation left, 
why, we voted to change the contract to 50-pound sacks that they re- 
quested because we saw the logic and the reason and practicability of 
having 50-pound paper sacks. 

Mr. McIntire. The point I wanted to make was that the change in 
your contract was made after the industry had moved in the direc- 
tion of not shipping the 100-pound burlap bag. In other words, this 
change was more an act of iain to a change in the industry than 
it was an initiation on the part of the exchange to make the change? 
I am not critical of your making the change, but I think that the 
timing was such that it took place after the industry had put the re- 
quirement into their regulations relative to their marketing order. 
It was an industry move more than a move on the part of the ex- 
change. Is that not true? 

Mr. Warrs. An exchange must really pay attention to what is most 
useful and most acce table to the buyers. For that purpose, that is 
why we have our members in the various industries. 

Mr. McIntire. Let me make this point: For years 85 percent of 
the industry was shipping the consumer-size packages, the bulk of the 
larger package being the 50-pound package, and still the exchange 
continued to require their contracts to be delivered in 100-pound bags. 

About the time of the manipulation by Winn and Lovett, in which 
the exchange permitted the breaking open of cars and a reloading 
into fifties in order to effect delivery, was not your change on the 50- 
pound package, in your contract, made subsequent to those incidents? 

Mr. Warts. Subsequent ? 

Mr. McIntire. Yes. } 

Mr. Warts. No. The 50-pound-bag contract when Mr. Ruebiger 
tried his manipulation ; 

Mr. McIntire. Why did you make the ruling that it was permis- 
sible to break your 100-pound bags up into 50 in order to effect de- 
livery ? 

Mr. Warts. The Department of Agriculture were willing to in- 








spect, 
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Mr. McIntire. I am not questioning the inspection. Why did you 
have to make that change at that time, if those could have been loaded 
in fifties at the point of origin? If this change came before then, 
why did you have to make the ruling to rectify that situation? I 
think if we analyze this 

Mr. Warts. I just don’t quite understand your question. 

Mr. McIntire. You will find that it was subsequent to these in- 
stances. Did it not occur then ? 

Mr. Warts. I don’t understand. Ask me the question again. 

Mr. McIntirz. Let us go back. 

Mr. Warts. Yes. 

Mr. McIntire. Your contract required delivery in 100-pound bags? 

Mr. Warts. Yes. 

Mr. McIntire. At the time of the Ruebiger manipulation? 

Mr. Warts. Yes. 

Mr. McIntire. In which there was a lot of things happened, which 
the exchange regrets. I think a lot of things happened that the ex- 
change ought not to have permitted, but I can understand some of the 
forces whereby it was not quite, let me say, easy to move in the direc- 
tions which perhaps it knew later it ought to have moved. I could put 
that into a lot more detail, as you know. Nevertheless, you changed 
your acceptance for delivery at that time; you permitted the 100- 
pound carloadings to be reloaded into 50-pound bags, didn’t you? 

Mr. Warts. Yes, yes; we did. 

Mr. McIntire. My point is that your ruling relative to your con- 
tract came subsequent to that time ? 

Mr. Warrs. No, no; I think 

Mr. McIntire. Do you think I am wrong on the date on that? 

Mr. Warts. No; I think there—you mean we permitted the 100- 
pound bags to be loaded into fifties ? 

Mr. McIntire. Yes. 

Mr. Warts. Yes, in order to facilitate delivery. 

Mr. McIntire. That is right. 

Mr. Warts. Yes. 

Mr. McIntire. But the point I am coming to here is that you are 
making the observation here in your statement that “years ago we 
change our unit of trade from 100-pound burlap sacks to 50-pound 
paper bags,” and you made the implication there—and I do not blame 
you a bit on this point—that all of this came about through the nego- 
tiations, the recommendations of this committee and so on, and so 
forth. The point I am making is that this change came about by a 
combination of circumstances, and was precipitated primarily in the 
area of the Ruebiger manipulation. I may be wrong on my dates. 
If I am, I stand corrected. 

Mr. Warts. Mr. McIntire, we made the change because it was a 
request of the industry. 

Mr. McIntire. I realize that. 

Mr. Warts. And I think when I went to Maine and saw Mr. Ed- 
munds, he said that he was surprised. He thought we were not very 
friendly to the suggestion. He said, “Nothing surprised me more than 
when you acceded to our request.” 

Mr. McIntire. Let me move on to another point then. 

You have heard the witnesses here. And they are supporting your 
position. They are in opposition to this bill. 
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I am sure that the management of the exchange was thoroughly 
familiar with what happened in Chicago on onions, were you not / 

Mr. Warts. Yes, I knew that. 

Mr. McIntire. Then in the face of that, what was your reason for 
permitting the same thing to develop in New York for all practical 
purposes where a sizable quantity of bids went into it. I know the 
economic reason. You do not need to take time to state that. There 
was a play—a play to put stuff in storage. I understand that. You 
could make money by delivering potatoes on hand, buying in April 
and selling in May, you could make money and pay your storage 
charges. We do not need to go into all of that. 

In the face of what happened in Chicago on onions, why did the 
management of your exchange—and I question this in all kindness— 
why did the exchange in New York permit the accumulation of storage 
in New York of a quantity which could not help but depress the mar- 
ket? We don’t need to be market experts in order to see that. 

Mr. Warts. Well, Mr. McIntire, in the distribution of foodstuffs 
we now have the cold storage industry. And this storage provision 
has been in our contracts since 1941. It isa good thing in the contract. 
It is the modern way to keep foodstuffs. They are kept under scien- 
tific controls and temperature controls and proper controls. There 
was no terrific weight of potatoes, or of any product that depressed 
the market. Potatoes were in existence, whether they were in ex- 
istence in Maine or in storage warehouses in New York. And the 
very top of our storage warehouse holdings, according to the Depart- 
ment of Agriculture, according to the Urner Parry figures, rather, 
were about 30 million pounds of potatoes in storage warehouses in 
New York and we published them and that included not only the few 
cars destined, 300 cars destined for delivery on the futures board, it 
included all of the potatoes that were stored by chainstores, by dis- 
tributors, by merchants—it included all of the Maine potatoes that 
were in storage in New York City. 

Mr. McIntire. Never is a long while, but this situation has not 
occurred in the exchange operations before, has it ? 

Mr. Warts. No, there has not been any as a matter of fact, I don’t 
think outside of 15 cars some years ago, delivered to storage, there has 
been no great storage delivery. However, the chance for producers 
to sell their potatoes at a high price was very tempting, and all of 
these potatoes that came to be delivered in New York had been sold 
by Maine people to those who delivered or by Maine people who were 
going to deliver them themselves. 

Mr. McIntme. Your observation is entirely accurate. How could 
they help having potatoes sold by Maine producers? You wouldn’t 
permit a delivery on any contract that isn’t originally sold by a 
Maine producer. So that has nothing to do with the storage situa- 
tion. 

Mr. Warts. That is because we are very discriminating in New 
York, and we want Maine potatoes. 

Mr. McIntire. There are a lot of other factors, too. I am sure that 
is not the controlling factor by any means. 

Let us go back to this storage factor. This has not occurred before? 

Mr. Warts. No. ; 

Mr. McIntrre. There was a play as between the April and May 
contracts, isn’t that right ? 
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Mr. Warts. No, I don’t think that was it at all. I think that the 
May contract was because of the reports that there was a shortage of 


potatoes. The May contract was selling at a very high price and it 
gave an opportunity. 
r. McIntie. All right. 

Mr. Warts. For those interested and those holders of potatoes in 
Maine or anywhere to sell their potatoes. 

Mr. McIntire. Instead of calling it a play, let us call it an oppor- 
tunity. 

Mr. Warts. An operation, call it a sale, call it a marketing, they 
marketed their potatoes, from $5 to $6 on the board and delivered 
them. 

Mr. McIntire. There was an opportunity for anyone to buy in 
April, put it into storage and deliver it on a May contract and make 
some money, is that right! 

Mr. Warts. No, I don’t think that was done. Most of it was done 
by direct buying of potatoes. So far as we could find from our study 
and we were very much concerned at the time about commitments and 
we watched it every day, the managing director and I watched it 
every day, and the bulk of the sales were directly for delivery for a 
certain price at a certain month. There was very little, what you 

call straddling, in other words, buying April, selling May—very little 
of that. Most of these potatoes were sold, the price was so attractive 
that they were bought in Maine and sold on the board or else sold 
from Maine on the board, and delivered. 

Mr. McIntire. There was a lot of this bought in Maine not in 
relation to the exchange contracts. It was bought as a cash purchase 
in Maine, sent into New York for storage, for delivery on May con- 
tracts ? 

Mr. Warrs. A lot of it was done that way, yes. 

Mr. McIntire. Do you think that the storage in New York is a 
constructive part of the exchange operation ? 

Mr. Warts. Ido ina certain respect. The reason why the storage 
provision was put in the contract was to avoid the possibility of what 
all exchanges fear and the Commodity Exchange Authority I think 
shares our fear in that regard, the fear of the squeeze. 

Mr. McIntire. The most famous squeeze you have had was not cor- 
rected by the provisions in the contract in relation to storage? 

Mr. Warts. We have had no squeeze. 

Mr. McIntire. You had one in 1955 ? 

Mr. Warrts. In the what? 

Mr. McIntire. In the Ruebiger case you had a squeeze, did you not ? 

Mr. Warts. No, that was not a squeeze. Quite the opposite. 

Mr. McIntire. I am not an expert in this field. 

Mr. Watts. Where more potatoes had been bought than there are in 
existence is a squeeze or can be delivered. W here your commitment 
is higher than your supply. If your commitment is more than the 
supply, it is bound to be a squeeze. We don’t like to see a commit- 
ment higher than the supply. 

Mr. McInvine. I thought Mr. Ruebiger found himself with a com- 
mitment in which there was not an adequate supply ? 

Mr. Warts. Yes, sir. I was the one that was in default. There 
was no squeeze at the time. The price of potatoes was fairly normal. 








236 PROHIBIT TRADING IN POTATO FUTURES 


He had to pay to get them back. He had to pay the penalty of de- 
fault. 

Mr. McIntire. It is your opinion then, that the exchange will con- 
tinue with the provision of the storage in New York? 

Mr. Warts. If we get recommendations to take the storage provi- 
sion out from Maine or from the potato industry we will be very 
glad to consider it and take it out. But what the exchange is doing 
is trying to serve the potato industry to the best advanta uge and to 
give it this opportunity to avoid mar ket losses by hedge operations or 
to assure oneself of a supply in case that you think you are not going 
to have enough. I have been hedging eggs, and up to 1948, 1950, | 
have been hedging butter , either anticipatory hedges, or hedges against 
storage since 1925. I have been doing that since 1920. It is the only 
way I can operate because with the expenses of doing business and the 
efforts to keep proper distribution of farm products, and believe me, 
those of us who are in that business are trying very much to keep con- 
sumption as high as possible, we cannot afford to take the risk of the 
hazards of an agricultural market which include weather, drought, 
overproduction or underproduction, or underconsumption—there is 
to me never such a thing as overproduction, I have always main- 
tained in agriculture that there is only underconsumption, there is 
never overproduction. I just think that the trouble is that we are 
trying to sell to the people of this country the idea to eat natural foods 
and eat more of them and be more he: althy; that is what we are trying 
to do. 

Mr. McIntire. I appreciate your comment on the storage pro- 
lem. I think one of the disturbing problems we are confronted 
with in the industry ts that of the storage factor, like in New 
York this year. And the exchange should not permit these things to 
happen, and I do not think there is any reason why the offenders 
should not be apprehended when the exchange sees such things. I 
think it is only natural for growers to be concerned about a break 
like occurred in April this year. I think, too, it is only natural for 
growers to be concerned when they know of things like the Ruebiger 
incident, and when they realize that the board was kept open an extra 
20 minutes for a particular person’s convenience. I might say that I 
very much doubt that if a grower in Maine found himself in a pre- 
dicament, he could get the board to stay open an extra 20 minutes in 
order to alleviate the situation but that is all past history. 

When these things happen I don’t know why anybody should feel 
that a group of growers out here are unfair or are unwise, perhaps, 
when they see those things happening, in relation to a crop which 
is their livelihood. I want to say that I am appreciative, as one 
member of this committee, of some of the changes which have been 
put into effect by the exchange. I am also aware of the fact that a 
great many of these changes, and some of them were long overdue, 

came about only after some of us had taken an inter est in offering 
something like this bill, after our State legislature in Maine had 
memorialized the C ongress to do something about this problem, and 
after some other actions had been taken. I can only express the regret 
that some of these changes were not made through the initiative of the 
exchange, before the potato industry had to go ‘through some terribly 
trying situations. 
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Let me ask one other question. Why did the exchange prohibit ex- 
pit trading ? 

Mr. Warts. They don’t—ex-pit trading— 

Mr. McIntire. Ex-pit trading is permissible- 

Mr. Warts. Yes, they do. 

Mr. McIntire. On the exchange at this time ? 

Mr. Warts. They do prohibit ex-pit trading. 

Mr. McIntire. Isn’t ex-pit trading customary on many commodity 
exchanges ? 

Mr. Warts. It may be on some exchanges, but we have tried oc- 

casionally—we consult with the ¢ ‘ommodity Exchange Authority— 
we had quite an accumulation of orders at one time—and we asked 
the representative of the Commodity Exchange Authority if we could 
have an extra board where people could cross their orders, — they 
didn’t seem to think that was correct, and we couldn’t do it. The 
ideal way 

Mr. McIntire. Just a moment. Did I understand correctly that 
CEA does not concur with the idea of ex-pit trading on this? 

Mr. Warrs. Under our rules we could not do it. The ideal way of 
trading of course is not in the pit. I have definite ideas about trading. 
I would rather have complete board trading. I am not a devotee 
of pit trading. I don’t care too much for it at all. I think the board 
trading is much fairer and much better and much easier. However, be- 
cause of the volume on occasions they claim that board trading goes 

i little slow and they must have pit trading. I have tried to dis- 
courage pit trading. 

Mr. Granv. I am ver y sorry, but there is a meeting of the full com- 
mittee here at 10:30. The subcommittee will stand adjourned, subject 
to the call of the Chair. 

(Whereupon, at 10:45 a. m., the subcommittee adjourned, subject 
to the call of the Chair.) 


x 





